BUSINESS 


iTrait)if}$  aijd  Service 
^yorUxecutive  Work'i 


^oft)per}satiop 
at)djtjcei)tives^ 
i  Traimm  Met)' 

ms**  ••  >>4 


r>m 


asmsms&m 


LA  SALLE  EXTENSION 
M#  UNIVERSITY  *: 
C-  H  :  I^CtA^'C^O 


Digitized  by  the  Internet  Archive 
in  2019  with  funding  from 
Kahle/Austin  Foundation 


https://archive.org/details/unset0000unse_z7w5 


. 


BUSINESS 

MANAGEMENT 

Executive  Manuals  66  and  67 


COMPENSATION  AND  IN¬ 
CENTIVES  — Being  Executive  Man¬ 
ual  66,  on  Managing  Men,  in  a  Complete 
Plan  of  Training  and  Service  for  Execu¬ 
tive  Work 


Investigated,  organized,  and  presented  by 
the  research,  consultation,  and  editorial 
staffs  of  LaSalle  Extension  University 


Especially  acknowledging 
the  advice  and  co-operation  of 


GEORGE  M.  VERITY,  President  E.  M.  STATLER,  President 

The  American  Rolling  Mill  Co.  Hotels  Statler  Company,  Inc. 

J.  G.  CHAPLINE,  President 
LaSalle  Extension  University 


BM-33 


LaSalle  Extension  University 

Chicago 


3-139 


The  Plan 

Practical  men,  thru  long  experience,  have  discovered 
successful  methods  of  organizing,  directing,  controlling,  and 
carrying  on  the  varied  activities  of  business. 

The  principles  underlying  these  successful  methods  have 
now  been  determined,  verified  by  investigation  in  every 
phase  of  business  practice,  organized,  and  so  presented  and 
illustrated  by  the  LaSalle  Problem  Method  that  they  can  be 
quickly  grasped  and  readily  applied  by  everyone  in  business. 

This  plan  affords  a  complete  executive  training  to  those 
desiring  it,  while  to  those  experienced  in  management  it  sup¬ 
plies  a  valuable  reference  and  consultation  service.  The 
complete  Training  Plan  and  Service  includes: 

100  Executive  Manuals  (bound  in  48  volumes)  which  state, 
explain,  and  illustrate  the  fundamental  business  principles 
as  applied  in  actual  business  practice. 

100  Special  Problems  selected  from  a  wide  range  of  busi¬ 
ness  experience  and  so  organized  that  their  solution  develops 
greater  ability  in  the  practical  application  of  fundamental 
principles. 

Instruction  and  Consultation  Service  given  by  men 
whose  special  training  and  business  experience  enable  them 
to  supply  personal  help  and  individual  counsel  and  advice. 

100  Executive  Reports  which  analyze  the  situation  as 
presented  in  each  Special  Problem,  clearly  illustrate  the 
application  of  the  principles  involved,  and  serve  as  general 
reference  reports. 

Confidential  Reports  on  personal  business  problems  pre¬ 
pared  by  the  Research  Staff  of  LaSalle  Extension  University. 

24  Lectures  selected  by  individual  choice  from  a  broad 
series  covering  selling,  accounting,  banking,  retail  mer¬ 
chandising,  etc. 

A  Monthly  Business  Bulletin  which  analyzes  the  current 
trend  of  business  conditions. 

Personal  Efficiency,  a  monthly  magazine  of  better  business. 

To  assist  you  in  getting  the  utmost  personal  benefit  that 
a  full  utilization  of  this  Plan  makes  possible,  the  Instruction, 
Consultation  and  Research  Staffs  of  the  entire  University  are 
available  at  all  times. 
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COMPENSATION  AND  INCENTIVES 
Part  I 


Compensation — A  Problem  of  Incentive 
HE  amount  received  is  only  one  factor  in  compen¬ 


sation  ;  how  it  is  paid  is  another  factor ;  also  what 


is  paid,  for  workers  desire  to  receive  some  things 
other  than  money  which  have  real  value  to  them,  and 
therefore  may  be,  and  ought  to  be,  considered  as  com¬ 
pensation. 

Other-than-money  forms  of  payment  to  salesmen  were 
covered  in  Executive  Manual  22.  Various  wage  plans 
used  in  production  were  covered  in  Executive  Manual 
40.  Here  in  this  part  of  our  training  for  executive  work, 
we  shall  confine  ourselves  to  the  subject  of  compensa¬ 
tion,  not  in  its  technical  aspects  so  much  as  in  its  aspects 
as  a  problem  in  human  incentive. 

Three  Kinds  of  Compensation.  First,  let  us  bear  in  mind 
clearly  the  fact  that  there  are  three  kinds  of  compensa¬ 
tion,  as  follows: 

1.  Wages  or  salary;  piecework  rates  (largely  for  manufac¬ 
turing  and  office  wTork) ;  commissions  (largely  for  sales 


work) . 


2.  Extra  compensation,  such  as  bonuses,  profit  sharing,  stock 
distribution,  and  partnership. 

3.  Plus-money  compensation. 

Then,  first  and  foremost  as  training  for  success  in 
handling  the  problem  of  compensation,  let  us  make  sure 
that  we  have  a  sound  basic  attitude  toward  an  under¬ 
standing  of  this  whole  matter  as  a  problem  of  incentive 
to  good  work.  In  other  words,  let  us  get  hold  of  the 
fundamental  human-nature  aspects  of  the  problem. 

The  Bluebird  and  the  Golden  Eagle.  When  Maeterlinck 
wrote  his  famous  play,  The  Bluebird,  he  did  the  world  a 
great  service  by  making  millions  of  people  see  clearly  for 


1 
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the  first  time  that  what  they  seek  in  life  is  happiness, 
and  that  happiness  is  not  a  definite,  tangible,  material 
thing  somewhere  “out  yonder,”  but  a  thing  of  the  spirit 
within  a  man,  very  close  at  hand.  He  made  happiness 
graphic  as  a  life  incentive,  and  showed  how  stupidly . 
most  of  us  go  about  the  task  of  trying  to  find  it  or  buy  it. 

Maeterlinck  created  a  symbol— the  bluebird — to  repre¬ 
sent  this  happiness  we  all  want.  “Searching  for  the  blue¬ 
bird”  has  come  to  be  a  figure  of  speech  that  expresses 
man’s  searching  and  seeking  for  that  which  will  satisfy 
his  spirit. 

This  being  so,  and  the  philosophy  being  sound,  should 
not  successful  business  men  recognize  it  in  their  dealings 
with  all  who  work  for  them?  Why  should  we  change 
Maeterlinck’s  bluebird  to  a  golden  eagle  and  declare  that 
what  all  men  seek — all  that  gives  them  happiness — is 
this  golden  eagle,  meaning  the  money  they  receive  as 
pay?  Why  have  so  many  of  us  formed  the  habit  of  re¬ 
garding  gold  (wages  or  salary  or  bonuses)  as  the  ultimate 
and  only  real  interest  of  the  worker,  whether  he  wears 
overalls  or  a  white  collar?  Why? — when,  if  we  really 
analyze  men’s  lives  and  motives,  we  find  that — 

The  mass  of  men  are  actually  controlled  and  moti¬ 
vated  by  basic  instincts,  not  by  their  intellects;  and 
the  desire  for  gold — for  money — is  NOT  an  instinc¬ 
tive  desire. 

Money,  in  itself,  means  little  to  the  young  child  or  to 
the  savage.  It  is  useful  only  in  so  far  as  it  aids  the  satis¬ 
faction  of  our  instinctive  desires. 

A  Wrong  Attitude  toward  Compensation.  Just  as  the 
Bible  is  often  misquoted  as  saying  that  “money  is  the 
root  of  all  evil,”  so  figures  on  industrial  and  business 
strife — as  when  70  or  80  per  cent  of  “strikes”  are  reported 
as  demands  for  a  raise  in  wages — are  often  misinterpreted 
by  business  men  as  meaning  that  “all  the  worker  wants 
is  his  pay  envelope.” 
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The  Bible  really  says  that  “The  love  of  money  is  the 
root  of  all  evil”;  and  what  the  worker  who  joins  a  strike 
really  wants  is  not  money  in  his  pay  envelope  as  money 
at  all,  but  he  wants  the  tangible  guaranty  of  the  satis¬ 
faction  of  as  many  of  his  instinctive  desires  as  possible. 

Altho  it  is  true  that  the  satisfaction  of  some  instinctive 
desires  cannot  be  purchased  with  money,  yet  it  is  mainly 
because  the  worker  has  found  from  bitter  experience  that 
only  as  he  obtains  money  can  he  hope  to  satisfy  most  of 
his  instinctive  desires,  that  the  pay  envelope  has  come 
to  be  the  center  of  controversy  in  from  70  to  80  per  cent 
of  strikes. 

The  wrorld  has  used  gold  as  an  incentive  to  motivate 
men  so  long  that  we  have  seemingly  come  to  regard  it  as 
the  only  incentive,  and  as  the  whole  answer  to  the  prob¬ 
lem  of  compensation — which  is  admittedly  the  most  dif¬ 
ficult  and  fundamental  of  all  business  problems. 

Money  Is  NOT  the  Only  Incentive.  Thru  years  of  abuse, 
money  may  have  deteriorated  into  the  chief  incentive 
(guaranteeing,  as  it  does,  a  certain  degree  of  self-expres¬ 
sion  and  self-respect),  but  it  is  NOT  the  only  incentive 
controlling  or  motivating  workers,  any  more  than  it  is 
the  only  incentive  controlling  the  average  employer. 

As  a  matter  of  fact,  after  a  business  man  has  reached 
a  certain  income  from  his  business,  he  is  more  interested 
in  the  game  of  business — the  contest  with  competitors, 
gaining  recognition  as  a  leader  in  his  field,  building  up 
friendships,  and  the  satisfaction  of  other  instinctive  de¬ 
sires  altogether  apart  from  a  desire  to  increase  his  income, 
altho  it  may  so  happen  that  his  income  does  increase 
while  satisfying  his  other-than-money  desires. 

Beyond  having  a  salary  or  wage  which  guards  him  from 
actual  hardship  or  worry,  every  worker  is  interested,  to 
some  degree  at  least,  in  winning  expressions  of  approval 
for  good  work,  cultivating  the  friendship  of  congenial 
fellow  workers,  competing  with  his  fellows  in  quality  or 
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quantity  of  work,  learning  how  to  do  new  things  or  to 
run  new  machines,  gaining  the  recognition  of  a  title  or 
an  office,  and  otherwise  satisfying  his  instinctive  desires 
apart  from  any  connection  with  his  pay  in  money. 

An  efficient  employer  of  men  always  bears  in  mind 
the  important  fact  that  men  want  more  than  money 
as  compensation. 

In  a  certain  Connecticut  industrial  city  are  twro  indus¬ 
tries  which,  while  not  making  competing  products,  make 
products  so  similar  that  they  are  strong  competitors  for 
skilled  help  of  a  particular  kind  in  the  labor  market  of 
that  section.  The  directors  of  one  of  these  companies 
became  worried  over  the  fact  that,  over  a  period  of  years, 
their  best  skilled  machine  operators  had  gradually  drifted 
away  from  them  and  into  the  competing  plant,  and  that 
they  were  operating  with  a  very  inferior  working  force. 
They  agreed  that  something  had  to  be  done  about  it. 
The  manager  informed  the  directors  that  the  only  hope 
was  to  take  some  of  the  best  men  away  from  the  other 
company,  and  perhaps  from  other  industries  in  the  sec¬ 
tion,  and  that  there  was  only  one  thing  that  would  do 
this — higher  pay. 

Rather  reluctantly  the  directors  voted  a  15  per  cent 
increase  in  the  wages  of  their  skilled  operators.  The  em¬ 
ployment  office  was  promptly  swamped  with  applicants 
eager  for  higher  pay.  Within  two  weeks  money  had 
"talked”  so  effectively  that  this  company  had  been  able 
to  build  up  a  very  superior  force,  recruited  from  the 
"cream”  of  its  competitor’s  working  force.  The  directors 
agreed  among  themselves  that  the  new  general  manager 
was  right,  for  production  was  going  up  and  the  volume 
of  "seconds”  and  "rejects”  was  coming  down. 

But  in  less  than  a  month  some  of  the  best  of  the  new 
men  began  to  leave..  Other  good  ones  were  promptly 
introduced  into  their  places;  but  presently  they  left,  and 
still  others  took  their  places,  lured  by  the  extra  15  per 
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cent  in  the  pay  envelope,  only  to  work  a  few  weeks  and 
in  their  turn  leave  and  go  back  to  their  old  jobs. 

The  directors  were  baffled,  until  one  of  them  happened 
to  overhear  the  following  conversation  between  two 
workers : 

“How  do  you  like  your  new  job  at  the  B —  Company?” 

“Oh,  I  left  the  B —  Company.  I’m  back  at  my  old  job.” 

“So?  How’s  that?  Thought  they  were  paying  a  lot  higher 
at  B— ’s.” 

“Yeh.  But  did  you  ever  work  there?  Say,  the  mess  o’ 
junk  they  got  there  for  machinery  is  somethin’  fierce.  You’d 
die  tryin’  to  do  anything  with  it  after  workin’  on  our  auto¬ 
matics.  It  was  like  gettin’  back  home  to  get  hold  of  one  o’ 
them  automatics  again.  Believe  me,  they’re  the  babies!” 

Then  the  director  understood.  The  general  manager 
had  made  the  wrong  diagnosis.  He  had  played  the  wrong 
human  instinct.  A  15  per  cent  increase  in  wages  was 
sufficient  to  draw  men,  but  their  instinctive  desire  for 
pride  in  craftsmanship,  always  strong  in  the  highly  skilled 
worker,  could  not  stand  the  insult  of  antiquated  machin¬ 
ery  on  which  it  was  impossible  to  turn  out  respectable 
work. 

Turning  Down  Ten  Thousand  Dollars.  The  $20,000-a- 
year  sales  manager  of  a  large  Canadian  company  was 
offered  a  salary  of  $30,000  by  a  New  York  concern.  That 
additional  $10,000  glittered  appealingly,  and  for  three 
days  this  sales  manager  fully  expected  to  take  up  the 
offer.  Then  his  instinctive  desire  for  friendships  began 
to  assert  itself.  His  friends  were  all  in  Canada;  he  had 
built  himself  a  home;  socially  he  and  his  wife  were  very 
happily  situated. 

Was  an  additional  $10,000  sufficient  to  outweigh  this 
advantage?  It  was  not.  He  turned  down  the  offer  and 
continued  to  work  at  $20,000.  In  the  conflict  between 
the  golden  eagle  and  the  bluebird,  the  bluebird  had  won. 

A  sales  girl  in  a  St.  Louis  department  store  was  offered 
a  position  in  one  of  the  other  departments  as  assistant 
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buyer  at  a  considerable  increase  in  pay,  but  she  refused 
the  offer.  Her  instinctive  fear  of  the  buyer  who  would 
be  her  boss  was  the  cause  of  her  refusal.  This,  of  course, 
is  a  negative  instinct,  but  it  is  often  powerful  enough  to 
overcome  the  gold  incentive. 

The  Respect  of  Self  and  of  Others  v.  Dollars.  A  local 

newspaper  publisher  in  a  certain  American  city,  con¬ 
nected  with  a  set  of  corrupt  local  politicians  who  were 
notoriously  unscrupulous,  found,  as  the  extent  of  his  cor¬ 
ruption  began  to  become  known,  that  he  could  not  get 
good  men  to  work  on  his  paper.  His  general  manager 
bluntly  told  him  the  reason  why  the  staff  was  so  inferior; 
whereupon  he  exclaimed: 

“Oh,  is  that  so?  Well,  that’s  easy  enough  to  take  care 
of.  Money’ll  fix  that  all  right.  I  guess  I’ve  got  enough 
money  to  buy  any  man  in  this  town  we  need.  From  now 
on  you  can  offer  any  man  you  want  half  again  as  much 
as  he  is  getting  where  he  is  working.” 

He  then  stalked  out  of  the  office  dramatically,  confi¬ 
dent  of  the  power  of  the  almighty  dollar. 

But  he  had  not  reckoned  on  the  human  desire  for  a 
good  reputation  in  the  eyes  of  family,  friends,  and  neigh¬ 
bors.  Nearly  all  the  men  who  were  subsequently  selected 
by  the  manager  as  men  desired  by  the  paper  and  to  whom 
he  offered  the  higher  salary,  turned  the  offer  down  flat; 
and  of  those  few  who  did  accept,  more  than  half  left 
within  a  few  weeks  or  months  because  they  could  not, 
even  at  a  high  salary,  stand  the  evident  disapproval  of 
their  friends  and  acquaintances.  With  very  few  excep¬ 
tions,  their  self-respect  could  not  be  bought  with  gold. 

Thus  case  upon  case  could  be  cited  in  proof  of  the  fact 
that — 

Money,  of  itself,  is  only  part  of  the  compensation  re¬ 
quired  to  satisfy  the  vast  majority  of  men  and  women. 

While  money  is  important — is,  in  fact,  usually  the  most 
important  form  of  compensation — the  executive  w"ho  de- 
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pends  entirely  upon  money  compensation  to  hold  his 
people  and  to  win  their  loyalty  and  co-operation,  is  sure 
to  have  a  hard  time  as  a  manager  of  men.  Plus-money 
compensations,  which  satisfy  instinctive  desires  that  can¬ 
not  be  purchased  with  wages  or  salary,  are  always  a  very 
important  part  of  compensation.  In  Executive  Manual 
22  we  analyzed  some  of  these  other-than-money  desires 
of  salesmen.  Let  us  here  complete  our  understanding  of 
them. 


PLUS-MONEY  COMPENSATIONS 

There  are  many  plus-money  forms  of  compensation. 
Perhaps  the  most  fundamental  of  all  are  the  following: 

1.  Self-respect. 

2.  Opportunity  for  self-expression. 

(a)  Temperament. 

(b)  Skill. 

3.  Recognition  or  appreciation. 

4.  Steadiness  and  certainty  of  employment. 

5.  Comfort  (mental  and  physical). 

6.  Satisfaction  of  following  a  true  leader. 

7.  Sense  of  the  dignity  of  the  job. 

8.  Feeling  of  progress. 

9.  Friendly  relations. 

Every  executive  in  every  business  can  well  afford  to 
make  sure  that  he  understands  those  nine  forms  of  plus- 
money  compensation  and  the  instinctive  human  desires 
implied  in  them. 

Self-Respect — the  Worker’s  Birthright.  The  employer 
who  robs  a  worker  of  his  self-respect  is  robbing  him  of 
his  birthright — the  most  valuable  of  all  his  possessions. 

Foremen  and  managers  sometimes  destroy  the  self- 
respect  of  their  subordinates  by  belittling  their  worth, 
thinking  that  by  so  doing  they  will  cut  off  requests  for 
more  pay.  But  in  doing  this  they  merely  steal  from 
themselves  the  loyalty  and  interest  and  co-operation  that 
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those  workers  would  bring  to  their  work  if  their  self- 
respect  were  cultivated. 

A  worker  who  lacks  self-respect  lacks  one  of  the  very 
greatest  incentives  to  good  work. 

A  well-known  opera  singer,  in  her  early  days  when  she 
was  studying  under  a  great  teacher,  went  to  take  her 
lesson  one  day  feeling  dejected  and  hopeless  about  her 
whole  career.  Success  in  her  chosen  field  seemed  beyond 
her  feeble  talent.  She  slouched  into  the  studio,  greeted 
her  teacher  dispiritedly,  and  started  to  hang  up  her 
wraps. 

“Stop!”  exclaimed  the  teacher,  who  was  a  practical 
psychologist.  “Put  that  hat  on  again.  Walk  right  out 
of  that  door.  Walk  down  the  hall.  Then  turn  around 
and  walk  back  and  enter  this  studio  with  your  head  up, 
as  if  you  were  somebody!” 

That  experience  marked  the  turning  point  of  this  sing¬ 
er’s  career;  her  self-respect  was  jolted  awake,  and  she 
never  let  it  slumber  again. 

Men  Crave  Opportunity  for  Self-Expression.  Give  a  man 
opportunity  to  express  himself  fully  and  he  will  worry 
surprisingly  little  about  wages  or  salary,  for  then  he  is 
most  likely  to  find  happiness  in  his  work.  Furthermore, 
in  expressing  himself  more  completely,  he  will  nearly 
always  be  expressing  himself  more  valuably,  so  that  he 
can  be  paid  a  larger  money  incentive,  with  profit  to  his 
employer. 

There  are  two  forms  of  self-expression.  One  is  the 
self-expression  of  temperament;  the  other  is  the  self- 
expression  of  skill. 

Some  men  have  a  temperament  of  the  kind  that  cannot 
work  under  orders;  but  if  given  charge  of  a  department 
where  they  do  the  directing,  and  given  a  free  hand,  they 
will  sink  their  whole  beings  in  their  jobs. 

Other  men  are  temperamentally  unfitted  for  working 
under  pressure  and  they  will  be  most  unhappy  in  any  job 
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where  they  feel  strain  or  pressure,  for  they  express  them¬ 
selves  in  thoroness  and  deliberation.  To  such  men  the 
financial  incentive  of  a  pressure  job  would  have  less 
appeal  than  the  instinctive  appeal  of  a  job  where  they 
could  express  themselves  by  doing  painstaking  work  in 
their  own  deliberate  way. 

Finding  work  that  fits  his  temperament  is  an  incen¬ 
tive  to  a  worker  to  do  good  work,  because  it  enables 
him  to  express  himself. 

As  for  the  self-expression  of  skill,  the  reason  why  the 
skilled  operators,  previously  mentioned,  could  not  be  held 
by  a  15  per  cent  increase  in  wages  was  partly  because, 
after  once  expressing  themselves  with  modern  machinery, 
they  felt  stifled  (self-repressed)  in  trying  to  work  with 
old,  worn  machinery.  They  suffered  as  would  a  great 
pianist  trying  to  play  on  a  piano  that  had  not  been  tuned 
for  years. 

The  same  cause  was  at  the  root  of  the  trouble  in  the 
case  of  a  clock  manufacturer  who  induced  several  skilled 
watchmakers  to  come  to  work  in  his  factory  on  cheap 
clocks  at  a  considerable  increase  over  the  salaries  they 
had  been  getting,  only  to  lose  them  all,  one  by  one,  within 
six  months.  His  theory  was  that  watchmakers  could 
make  more  accurate  clocks  because  they  were  used  to 
greater  precision  in  their  work.  But  what  he  did  not 
reckon  on  was  that  as  watchmakers  they  were  using  their 
highly  developed  skill  in  a  way  that  enabled  them  to 
express  themselves  satisfactorily;  but  they  were  very 
unhappy  when  they  tried  to  apply  their  skill  to  crudely 
stamped  wheels;  big,  awkward  springs;  and  cheap  metal 
cases. 

A  skilled  mechanic  (or  a  person  possessed  of  any  kind 
of  special  skill)  works  more  willingly  at  a  job  that 
requires  him  to  express  his  skill. 

Men  Crave  Recognition  and  Appreciation.  Probably  no 
single  thing  is  responsible  for  more  discouragement,  and 
even  sullenness,  among  workers  of  every  class  and  sta- 
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tion  than  lack  of  recognition  and  appreciation  of  what 
they  are  or  what  they  have  done. 

“It’s  no  use  putting  yourself  out;  the  boss  won’t  ap¬ 
preciate  it.”  Or,  “You  could  work  your  daylights  out  in 
our  shop  (or  office)  and  you’d  never  get  a  word  of  thanks 
or  approval.”  Such  comments  are  all  too  often  made  by 
workers  in  every  class. 

Many  executives  habitually  fail  to  recognize  good  serv¬ 
ice  and  to  express  their  appreciation,  thoughtlessly  rather 
than  intentionally;  or  they  fail  in  this  for  fear  that  an 
employe  will  ask  for  a  raise  if  his  merit  is  recognized  and 
appreciated.  But  there  is  no  excuse  for  this  failure — no 
more  excuse  than  there  would  be  for  a  two-dollar  short¬ 
age  in  a  worker’s  pay  envelope. 

Recognition  of  and  expressed  appreciation  for  good 
work  may  not  be  a  part  of  the  employer-employe  con¬ 
tract,  but  they  are  a  vital  part  of  compensation  that 
serves  as  an  incentive  to  loyal  effort. 

The  man  who  works  for  an  employer  who  expresses 
his  appreciation  for  good  work,  and  gives  recognition  of 
it  to  his  fellow  workers  and  perhaps  to  his  neighbors  in 
the  community  where  he  lives,  is  a  man  who  cannot  easily 
be  lured  away  from  this  employer,  even  tho  he  may  be 
offered  a  larger  salary  or  wage  to  go  elsewhere. 

Homer  L.  Ferguson,  president  of  the  Newport  News 
Ship  Building  and  Dry  Dock  Company,  who  has  had 
broad  experience  in  managing  men,  says: 

“No  matter  how  much  confidence  you  place  in  him,  no 
man  will  exercise  his  fullest  powers  unless  his  responsi¬ 
bility  is  recognized  outside  as  well  as  inside  the  organiza¬ 
tion.” 

Recognition  thru  Titles.  Mr.  Ferguson’s  statement  helps 
to  explain  the  potency  of  titles  in  business.  A  title, 
whether  it  be  president,  or  traffic  manager,  or  assistant 
director  of  sales,  or  tool-room  foreman,  or  elevator  starter, 
expresses  recognition  of  skill  or  ability  or  accomplish- 
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ment  or  value.  It  tells  the  organization  and  it  tells  the 
world  at  large  with  which  the  titled  one  comes  in  contact, 
that  his  contribution  to  the  business  is  recognized  at  least 
to  the  extent  indicated  by  his  title. 

Part  of  the  main  boss’s  compensation  is  derived  from 
the  crude  board  reading  “Superintendent”  over  the  hole 
in  the  wall  that  serves  as  his  “office”  at  the  mine  or  mill ; 
and  part  of  the  president’s  compensation  comes  to  him 
as,  in  signing  his  mail  every  day,  he  writes  his  name  above 
that  magic  word,  “President.” 

A  title  increases  a  man’s  self-respect  and,  with  the 
exception  of  those  whose  self-respect  curdles  under 
recognition  and  turns  to  conceit  (proving  that  they 
are  small  by  nature),  self-respect  adds  greatly  to  a 
man’s  ability  to  accomplish. 

The  employer  who  consciously  aims  to  avoid  the  pay¬ 
ment  of  adequate  salaries  or  wages  by  fulsome  praise  or 
by  insincere  expressions  of  appreciation  or  approval,  or 
who  thinks  to  avoid  salary  obligations  by  creating  high- 
sounding  titles,  will  be  disappointed  in  the  potency  of 
recognition  and  appreciation.  But  the  employer  who 
uses  recognition  and  appreciation  as  plus-money  com¬ 
pensation — who  adds  them  to  an  adequate  pay  envelope 
or  piece-rate  or  salary  check — will  find  them  marvelously 
effective  in  holding  his  people  and  in  enlisting  their  loy¬ 
alty  and  co-operation. 

Providing-  Certainty  of  Employment.  The  wage  or  salary 
earner  is  usually  improvident.  He  lives  pretty  close  to 
the  limit  of  his  income  all  the  time — and  at  many  times, 
beyond  it.  He  saves  little  or  nothing  for  the  rainy  day. 
To  him— 

The  certainty  of  a  steady  job  is  of  paramount  impor¬ 
tance  as  an  incentive  to  good  work. 

Often  the  assurance  of  a  job,  so  long  as  he  can  make 
good  at  it,  in  the  case  of  a  salaried  man,  or  the  promise  of 
steady  work  to  a  wage  earner,  will  serve  to  supplement 
his  financial  compensation  as  an  incentive  to  good  work — 


12 


COMPENSATION  AND  INCENTIVES 


and  will  make  the  contents  of  his  pay  envelope  more 
satisfactory,  especially  so  if  he  is  a  man  with  a  family. 
But  uncertainty  about  the  future  of  a  job  will  often  offset 
the  influence  of  a  fat  pay  envelope.  When  working  under 
a  feeling  of  uncertainty  about  the  future,  it  is  human 
nature  to  mark  time  or  to  try  to  string  the  job  out  over  as 
long  a  time  as  possible. 

We  All  Seek  Comfort.  It  is  possible  to  pay  a  large 
enough  salary  or  a  high  enough  wage  to  induce  men  to  go 
thru  all  sorts  of  mental  and  physical  hardships  and  dis¬ 
comforts.  But  there  is  a  limit  to  what  men  will  endure 
for  more  pay;  and,  on  the  average,  this  limit  is  surpris¬ 
ingly  low,  for — 

Ordinarily,  comfort  of  mind  and  comfort  of  body  are 
very  important  plus-money  forms  of  compensation. 

That  is  why  modern  industrial  engineers  are  exerting 
themselves  to  find  easier  ways  for  people  to  work,  and 
industrial  psychologists  are  delving  deep  into  men’s  minds 
to  find  ways  of  easing  their  minds  and  relieving  workers 
of  the  poison  of  fatigue. 

That  it  is  possible  for  a  leader  of  men  to  use  psychology 
in  a  very  practical  way  to  lighten  the  mental  and  physical 
labor  of  his  workers — or  to  add  to  their  comfort  of  body 
and  mind — is  illustrated  by  the  following  incident  taken 
from  an  old  book  on  psychology,  so  old  that  its  spelling 
and  phraseology  are  strange  to  us: 

A  gentleman,  having  led  a  company  of  children  beyond 
their  usual  journey,  they  began  to  be  weary,  &  joyntly  cried 
to  him  to  carry  them;  which  because  of  their  multitude  he  cd 
not  do,  but  told  them  he  wd  provide  them  horses  to  ride  on. 
Then  cutting  little  wands  out  of  the  hedge  as  nagges  for  them, 

&  a  great  stake  as  a  gelding  for  himself,  thus  mounted  phancie 
put  metall  into  their  legs  &  they  came  cheerfully  home. 

An  executive  who  knows  enough  psychology  to  lead 
his  men  thus  skillfully,  or  who  sees  to  it  that  the  men 
who  work  for  him  are  trained  to  work  as  easily  and  com¬ 
fortably  as  possible — and  perhaps  to  look  upon  their 
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work  as  play — can  thereby  add  plus-money  compensation 
to  every  man’s  pay  envelope. 

The  Satisfaction  of  Following  a  True  Leader.  A  laborer 
of  foreign  birth  in  one  manufacturing  plant  was  ap¬ 
proached  by  a  man  from  a  rival  company  who  offered 
him  five  dollars  a  week  more  pay  to  work  for  the  other 
company. 

“Me  leave  him  big  boss?  Not  me.  Me  go  thru  hell 
barefeet  first.  Me — for  maybe  five  dollar  a  week?  Goo’ 
by!” 

That  was  the  laborer’s  answer — a  tribute  to  true  leader¬ 
ship;  and  it  serves  to  show  how  little  the  real  leader 
needs  to  depend  on  mere  gold  for  compensation. 

In  some  organizations  dominated  by  big-hearted,  per¬ 
sonally  magnetic  leaders,  the  money  pay  sometimes 
appears  to  be  less  important  than  the  “plus”  com¬ 
pensation  of  joy  in  following  the  leader. 

A  true  leader  of  men,  however,  does  not  substitute 
leadership  for  a  fair  money  wage;  but  he  adds  to  the 
money  wage  his  true  leadership  as  plus  compensation. 

Plus  the  Dignity  of  the  Job.  The  importance  of  the 
dignity  of  the  job  was  emphasized  in  the  preceding  execu¬ 
tive  manual.  This  form  of  plus-money  compensation  is 
based  on  a  bedrock  fact  of  human  nature: 

All  men  like  to  feel  that  what  they  are  doing  is  worth 
while;  respect  for  a  job  inspires  good  work. 

In  the  old  days,  when  every  man  was  more  or  less  of  a 
craftsman,  men  were  more  likely  to  feel  the  dignity  of 
their  jobs  than  to-day.  Under  modern  business  condi¬ 
tions,  clerks  working  over  records  and  figures  and  reports 
that  mean  little  or  nothing  to  them,  and  factory  workers 
standing  hour  after  hour  over  machines  that  stamp  out 
or  fashion  some  one  piece  or  part  that  means  nothing  of 
itself,  naturally  find  it  hard  to  feel  any  “dignity”  in  their 
jobs.  It  is  to  overcome  this  result  of  standardization 
and  specialization  of  work  that  modern  leaders  of  men 
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are  now  doing  everything  in  their  power  to  make  the  men 
and  women  who  work  for  them  see  their  jobs  in  relation 
to  the  whole. 

Dignity  is  added  to  the  routine  task  when  the  worker 
knows  definitely  the  part  his  operation  plays  in  the 
success  of  the  business. 

Automobile  manufacturers  are  giving  their  men  lec¬ 
tures,  illustrated  by  motion  pictures,  on  the  making  of  a 
car,  clear  thru  from  the  beginning,  showing  where  every 
piece  and  part  go  and  revealing  the  importance  of  each 
man’s  operation  or  effort. 

Many  business  houses  are,  by  means  of  employe  house 
organs,  illustrated  lectures,  and  personal  talks,  endeavor¬ 
ing  to  make  everyone,  from  the  office  boy  up,  see  how 
dependent  the  whole  business  is  on  the  way  each  runs  his 
particular  job. 

A  manufacturer  observed  that  one  of  his  clerks  was 
not  putting  himself  out  because,  apparently,  his  job  was 
not  very  important  as  jobs  go  in  that  business;  so  he 
stopped  at  the  young  man’s  desk  and  said: 

“Henry,  I’ve  been  thinking  about  your  job  lately,  and 
it  has  struck  me  how  important  it  is  to  the  business. 
That  letter  you  are  handling  right  now  could  lose  us 
one  of  our  good  customers  if  it  were  bungled.  But,  as 
you  know,  it  can  be  so  well  handled  as  to  become  an 
important  factor  in  making  even  a  firmer  friend  of  that 
customer.  That’s  your  job.  I  can’t  handle  this  letter. 
Briggs  can’t.  But  we  depend  on  you. 

“I  wish  it  were  possible  to  pay  every  man  what  his  job 
is  really  worth,”  continued  this  manufacturer.  “When 
you  come  right  down  to  it,  every  job  is  The  most  impor¬ 
tant  job,’  at  some  time  during  the  day  or  the  week.  The 
reason  why  some  jobs  pay  better  than  others  is  because 
they  are  most  important  more  hours  of  the  day.  I’ve 
been  watching  your  work,  Henry,  and  I  can  promise  you 
that  if  you  get  this  slant  on  your  job — that  it  is  one  of 
the  most  important  jobs  in  the  place,  and  often  at  times 
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when  you  least  suspect  it — we  will  one  of  these  days  be 
putting  you  into  a  job  that  is  important  even  more  hours 
of  the  day.  And  when  we  can  do  that,  we  can  pay  you 
more.” 

Thus  did  this  manufacturer  from  time  to  time,  as 
occasion  for  it  arose,  take  particular  pains  to  make  his 
“below-deck”  employes  feel  their  importance  and  feel 
that  they  were  “getting  some  place.”  The  higher-up  peo¬ 
ple  can  see  for  themselves,  for  they  are  on  deck;  but  the 
men  in  the  engine  rooms  and  the  stokeholds  of  business 
may  never  get  a  vision  of  the  horizon  unless  those  on 
deck  carry  it  down  to  them.  In  so  doing  they  add  the 
plus-money  compensation  of  dignity  of  the  job  to  these 
employes’  pay  checks. 

A  Feeling  of  Progress.  Just  how  important  it  is  that 
workers  of  all  kinds  and  classes,  from  the  laborer  to  the 
general  manager,  have  a  feeling  of  progress,  can  best  be 
understood  if  we  face  the  simple  truth  that — 

The  average  man  does  not  regard  a  job  as  permanent 
when  he  takes  it.  He  expects  some  day  to  go  to  a 
better  job  or  to  go  into  business  for  himself. 

This  does  not,  of  course,  apply  to  every  man  or  to  every 
job,  but,  with  the  exception  of  the  man  well  along  in 
years  whose  chief  concern  is  to  hold  onto  his  job,  it  is  a 
fact  that  the  business  executive  must  reckon  with. 

A  feeling  of  progress  that  keeps  men  content  to  work 
on  loyally  and  faithfully  in  one  organization  for  many 
years,  is  developed  in  many  ways,  as  follows : 

By  promotion. 

By  increases  in  wages  or  salary. 

By  the  acquisition  of  titles. 

By  an  increase  in  responsibility  with  suitable  recognition  from 
superiors. 

By  the  acquisition  of  coveted  prerogatives. 

By  participation  in  meetings  of  superiors  or  officers. 

By  training  which  makes  the  worker  feel  that  he  is  learning 
something  new  and  valuable. 


16 


COMPENSATION  AND  INCENTIVES 


By  profit  sharing. 

By  partnership. 

By  stock  ownership. 

It  is  of  paramount  importance  for  an  executive  to 
watch  those  under  him  and  study  their  natural  line  of 
progress  so  that  he  can  keep  them  progressing — in  some 
one  or  more  of  the  ways  just  mentioned — at  a  rate  that 
will  anticipate  any  possible  feeling  of  stagnation  or  hope¬ 
lessness  about  the  future. 

The  Tie  of  Friendly  Relations.  Our  ninth,  and  last,  form 
of  plus-money  compensation — friendly  relations — is  one 
that  has  peculiar  power  to  tie  men  to  an  organization. 
Few,  if  any,  of  the  eight  other  forms  of  plus-money 
compensations  have  greater  value;  for  where  a  friendly 
atmosphere  exists,  there  we  find  teamwork,  lack  of  knock¬ 
ing,  less  of  office  or  shop  politics;  we  have  a  sort  of 
happy-family  atmosphere,  which  makes  the  eight  or  nine 
hours  in  business  a  pleasant  time  and  makes  the  busi¬ 
ness  a  good  place  to  work. 

Such  are  the  plus-money  forms  of  compensation.  They 
appeal  to  the  human  side  of  men.  In  accepting  plus- 
money  compensation  and  in  permitting  themselves  to  be 
motivated  by  them,  men  do  not  stamp  themselves  as 
lazy  or  ambitionless  or  as  requiring  coddling.  They 
merely  reveal  themselves  as  human  beings  who  realize 
that  money  is  not  all  there  is  to  life  and  business. 

In  the  long  run,  the  man  who  is  normally  human 
makes  a  better  workman  and  a  better  citizen  than  the 
man  to  whom  “business  is  business”  and  to  whom  salary 
or  wages  is  the  only  interest. 

As  previously  emphasized,  however,  plus-money  com¬ 
pensations  are  not  substitutes  for  wages  or  salaries 
There  still  remains  that  part  of  compensation  repre¬ 
sented  by  money  payments  to  be  considered.  This  we 
shall  do  in  Parts  II  and  III  of  this  executive  manual. 


COMPENSATION  AND  INCENTIVES 
Part  II 


The  Money  Incentive 


jTHO  money  will  not  buy  all  that  men  want  in 


return  for  their  work,  as  explained  in  Part  I  of 


this  executive  manual,  the  money  wage  or  salary 
does,  of  course,  buy  many  of  the  essential  satisfactions 
for  which  men  yearn.  It  is  only  natural,  and  a  thing  not 
to  be  adversely  criticized,  that  the  wage  or  salary  ques¬ 
tion  looms  large  in  the  minds  of  a  vast  majority  of 
workers. 

Much  of  the  success  of  every  business  depends  on 
how  much  money  is  paid  to  its  workers  and  on  how 
that  money  is  paid. 

The  aim  of  efficient  management  is  to  pay  an  amount 
that  is  fair  to  the  worker  and  to  the  business,  within  the 
limitations  fixed  by  the  law  of  supply  and  demand,  as 
explained  in  the  second  part  of  Executive  Manual  4, 
where  we  analyzed  some  of  the  fundamental  economic 
aspects  of  wages.  It  is  also  the  aim  of  efficient  manage¬ 
ment  to  adopt  that  form  of  money  payment  which  best 
serves  as  an  incentive  to  the  productive  efficiency  of  the 
workers. 

The  Form  of  Money  Payment.  The  fundamental  philos¬ 
ophy  underlying  the  whole  subject  of  money  payment  to 
the  worker  may  be  stated  as  follows: 

That  form  of  money  payment  is  most  desirable  which 
stimulates  the  worker  to  do  his  best  at  the  work. 

‘To  do  his  best”  does  not  mean  that  the  worker  shall 
overexert  himself  to  the  detriment  of  his  health  and 
vitality,  but  that  he  shall  employ  that  way  of  working 
which  will  keep  him  on  the  job  in  good  health,  and  sat¬ 
isfy  himself  in  turning  out  an  honest  day’s  work  every 
working  day. 
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A  desirable  form  of  money  payment  must,  of  course, 
bring  the  worker  enough  money  to  keep  himself  and  his 
family  in  a  reasonable  degree  of  comfort — and  it  should 
enable  him  to  save  something  for  the  future,  if  he  will. 

That  many  employers  do  not  as  yet  employ  the  most 
desirable  forms  of  money  payment  is  due  largely  to  the 
condition  of  business.  Most  businesses  as  yet  are  not 
properly  organized  to  get  the  most  out  of  their  workers. 
But  an  increasing  number  of  business  leaders  are  to-day 
securing  more  efficient  workmanship  in  their  plants  as  a 
result  of  employing  an  improved  form  of  money  pay¬ 
ment. 

A  brief  but  careful  analysis  of  the  various  forms  of 
money  payments  was  made  in  Executive  Manual  40. 
Here  let  us  briefly  summarize,  and  weigh  the  value  of, 
the  four  general  types  of  wage  plans: 

1.  Payment  for  time  put  in. 

2.  Straight  piece  rates. 

3.  The  premium  system  of  the  Halsey  type. 

4.  The  task-and-bonus  system  founded  on  scientific  manage¬ 
ment. 

Payment  for  Time  Put  In.  The  simplest  and  easiest 
form  of  payment,  the  form  used  in  paying  for  most  of 
the  world’s  work,  is  that  of  paying  the  worker  for  the 
time  he  puts  in  at  the  work — so  much  per  day,  week,  or 
month. 

Probably  the  main  reason  why  most  jobs  are  paid  for 
by  the  day  or  week  or  month  is  because  of  the  compara¬ 
tive  ease  with  which  both  the  employer  and  the  worker 
can  compute  this  form  of  payment.  Furthermore,  most 
workers  do  their  work  under  the  immediate  supervision 
of  a  boss.  So  long  as  the  work  goes  on  smoothly,  most 
employers  never  question  the  efficiency  of  paying  their 
workers  according  to  the  time  they  put  in.  It  seems  to 
be  a  satisfactory  method  to  them. 

It  is  true  that  for  many  jobs  this  time  method  of  pay- 
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ment  is  most  satisfactory.  Piece  rates  may  be  paid  only 
where  the  worker  produces  the  same  kind  of  product,  or 
performs  the  same  kind  of  operation,  or  gives  the  same 
kind  of  service,  over  and  over  again.  But  where  the 
work  constantly  varies  and  there  is  no  way  of  estimating 
the  value,  or  definitely  recording  the  results,  of  the  work, 
or  where  the  job  consists  largely  of  being  on  hand  to  per¬ 
form  certain  tasks  when  and  if  they  arise,  a  piece-rate 
system  is  generally  impossible.  Yet,  notwithstanding 
the  wide  prevalence  of  the  time  system  of  payment,  the 
fact  remains  that — 

Workers,  as  a  rule,  get  less  work  done  under  a  system 
of  time  payment  alone  than  under  a  piece  rate  or  a 
task-and-bonus  system. 

The  reason  for  the  comparative  inefficiency  of  the  time 
system  is  the  tendency  of  the  worker  to  judge  his  work 
by  the  time  put  in  rather  than  by  the  work  accomplished. 
He  may  use  slow,  wasteful,  inefficient  methods;  but  so 
long  as  he  puts  in  his  full  day  of  labor,  he  is  ordinarily 
inclined  to  feel  that  he  has  earned  his  pay. 

The  Straight  Piece-Rate  System.  Modern  industry  has 
brought  in  much  machinery  designed  to  perform  one 
operation  over  and  over  again.  The  person  operating  a 
machine  is  producing  many  pieces  of  work,  each  piece 
being  almost  exactly  like  every  other  piece.  Here  con¬ 
ditions  are  favorable  for  the  piece-rate  form  of  payment. 
The  operator  is  paid,  not  for  the  time  he  puts  in,  but  for 
the  amount  of  work  he  turns  out. 

But  machinery  is  not  alone  responsible  for  the  piece- 
rate  system.  As  explained  early  in  our  study  of  economic 
fundamentals,  men  can  accomplish  more  by  division  of 
labor  (specialization)  than  by  having  each  man  perform 
many  different  operations.  Where  formerly  each  tailor 
made  a  whole  suit  of  clothes,  tailors  have  now  turned 
specialists,  each  man  working  on  only  one  part  of  the 
garment.  When  many  garments  pass  thru  each  worker’s 
hands,  and  his  work  is  confined  to  but  one  operation  on 
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each  garment,  that  also  is  a  condition  favorable  for  the 
piece-rate  form  of  payment.  Each  operation  performed 
by  one  man  is  almost  exactly  like  every  other  operation 
performed  by  that  man;  hence  the  worker  can  easily  be 
paid  a  fixed  piece  rate  for  each  operation  performed. 

Thus  the  machine  and  division  of  labor  by  hand  have 
made  possible  the  widespread  use  of  the  piece-rate  sys¬ 
tem  of  payment;  and  it  may  be  said  that — 

As  a  rule,  the  piece-rate  method  of  payment  results  in 
the  worker’s  doing  more  work  in  a  given  time  than 
under  the  time  system,  because  it  offers  a  more  defi¬ 
nite  incentive  to  more  work. 

Certain  evils  and  undesirable  practices,  however,  may 
creep  into  the  straight  piece-rate  system  of  payment  and 
cut  down  its  desirability. 

Difficulties  in  Setting  Piece  Rates.  Trouble  started  when 
employers,  in  seeking  to  discover  what  was  the  proper 
piece  rate  to  pay  on  some  new  job,  first  gave  the  new  job 
to  workers  who  were  being  paid  by  the  day,  to  note  how 
many  pieces  each  man  turned  out  in  a  day.  By  averag¬ 
ing  the  work  of  several  workers,  they  would  fix  what 
seemed  to  them  a  fair  rate  for  the  job.  But  when  the 
work  was  put  on  a  piece-rate  basis,  the  men  would  work 
so  much  faster  than  at  the  day  rate  that  they  would  in 
some  cases  earn  two,  three,  and  even  four  times  their 
former  wages.  Then  the  employer  naturally  felt  that  if 
the  men  could  earn  such  enormous  wages,  the  piece  rates 
were  too  high — and  they  would  cut  the  rates.  This  would 
offend  the  workers,  who  felt  that  they  were  being  induced 
to  work  harder  than  ever  at  no  increase  in  pay.  It  looked 
to  them  like  a  trick  played  by  their  employers  to  gain 
an  unfair  advantage. 

Consequently,  whenever  a  new  rate  was  being  deter¬ 
mined,  the  day  workers  would  pretend  to  be  working 
hard,  but  in  reality  would  turn  out  only  a  moderate  day’s 
work  in  order  to  have  the  piece  rate  fixed  high.  Then  in 
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working  under  this  rate  later  on,  they  would  warn  one 
another  not  to  go  beyond  a  certain  speed. 

The  superior  worker  would  not  be  in  favor  in  such  a 
shop.  “Don’t  spoil  the  work  for  the  rest  of  us,”  the 
others  would  warn  him.  Nevertheless,  once  the  high  rate 
was  fixed,  the  faster  workers  were  constantly  tempted  to 
earn  high  wages. 

Under  such  conditions,  the  management  was  pretty 
sure  to  suspect  that  any  rate  so  fixed  would  be  higher 
than  it  ought  to  be.  It  was  the  experience  of  most 
employers  that  there  were  those  among  their  workers 
who,  no  matter  what  the  rate,  would  make  unusually 
high  wages,  and  they  were  likely  to  adjust  the  rates 
accordingly. 

Such  a  situation  tends  to  breed  mutual  distrust  and 
labor  troubles  of  all  kinds.  A  change  in  a  piece-rate 
schedule  has  been  the  original  cause  of  many  strikes. 
And  the  initiative  and  energy  of  the  ambitious  workers 
are  constantly  held  in  check  by  the  pressure  of  other 
workers  who  are  satisfied  with  their  daily  wage  and 
prefer  to  do  as  little  as  possible  to  earn  it. 

In  the  attempt  to  get  a  wage  plan  which  would  be 
fair  to  all,  but  which  would  at  the  same  time  encourage 
the  ambitious  to  do  their  best  without  fear  of  “killing 
the  rate,”  the  Halsey  premium  plan  was  devised. 

The  Halsey  Premium  Plan.  Under  the  Halsey  premium 
plan,  a  time,  standard  is  set  for  each  job.  This  time 
standard  is  based  on  the  average  time  of  the  average 
worker,  and  is  usually  obtained  from  a  study  of  past 
jobs  and  cost  cards,  tho  sometimes  it  is  worked  out  by 
the  scientific  methods  described  below. 

The  fundamental  idea  in  this  plan  is  that  the  worker 
is  paid  a  premium  for  saving  time.  Any  time  saved  by 
doing  work  in  less  time  than  the  standard  time  is  divided 
between  the  worker  and  the  company.  The  worker  is 
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paid  a  premium  of  (usually)  50  per  cent  of  his  hourly 
rate  for  all  the  time  saved. 

The  premium-wage  system  is  frequently  used  where 
working  conditions  have  not  as  yet  been  standardized, 
and  where  detailed  time  and  motion  studies  are  either 
too  expensive  or  too  impracticable.  Inasmuch  as  the 
investigations  necessary  for  standardization  of  equipment 
and  methods  sometimes  involve  a  great  deal  of  time  and 
money,  and  for  the  further  reason  that  in  some  lines 
these  refinements  have  not  proved  practical,  there  is  a 
wide  field  for  the  use  of  the  premium  plan,  which  serves 
admirably  in  reducing  costs  in  situations  where  condi¬ 
tions  and  working  times  are  under  the  control  of  the 
individual  workers. 

In  general,  the  workers  are  well  pleased  with  this  plan, 
once  they  are  assured  that  the  rates  won’t  be  cut;  and 
the  employer  is  far  less  tempted  to  cut  the  rates  when 
he  benefits  to  the  extent  of,  say,  50  per  cent  of  the 
time  saved.  This  is  probably  the  greatest  advantage  of 
this  plan  over  the  straight  piecework  plan,  for  the  work¬ 
ers  realize  that  the  owner  gains  directly  as  they  increase 
their  speed,  and  he  is,  therefore,  the  less  likely  to  be¬ 
grudge  them  their  increased  pay. 

The  Wage  Plans  of  Scientific  Management.  It  was  to 
stop  once  for  all  the  arguments  between  workers  and 
management  regarding  the  time  it  should  take  to  do  a 
job  that  the  engineers  who  introduced  “scientific  man¬ 
agement”  developed  a  method  of  subjecting  every  job 
to  time  and  motion  studies,  thus  determining  with  con¬ 
siderable  accuracy  how  the  workers  can  best  perform  the 
job  and  what  constitutes  a  fair  day’s  work,  as  previously 
explained  in  Executive  Manual  35. 

Scientific  management  seeks  to  find  that  method  and 
rate  of  work  which  will  both  produce  the  most  work 
and  will  leave  the  worker  feeling  best  at  the  day’s 
end.  It  has  in  mind  the  worker’s  best  interests  as 
well  as  the  employer’s. 
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In  addition  to  determining  accurately  the  method  and 
rate  or  speed  of  work  that  gives  the  best  results  for  all 
concerned,  scientific  management  has  also  introduced,  in 
various  forms,  the  “differential  rate”  of  payment,  wherein 
the  worker  is  paid  a  rather  low  rate  for  work  on  which 
he  takes  more  time  than  the  standard,  but  is  paid  a 
higher  rate  when  he  reaches  this  standard  and  goes  be¬ 
yond  it.  For  example,  he  may  be  asked  to  turn  out  100 
pieces  of  a  certain  product  each  day  at  the  rate  of  5 
cents  a  piece.  But  if  in  one  day  he  produces  150  pieces, 
then  for  those  50  extra  pieces  he  will  be  paid  at  a  rate 
of  7  cents,  making  his  income  for  that  day  $8.50,  instead 
of  the  $7.50  which  he  would  receive  on  a  straight  piece- 
rate  plan  of  payment.  Thus  it  is  plain  that — 

A  scientific  wage  plan  encourages  the  worker,  by 
higher  pay,  to  do  more  work  up  to  the  point  of  his 
capacity. 

The  higher  rate  can  be  paid  for  output  in  excess  of 
standard,  because  overhead  cost  per  unit  of  output  is 
lowered,  as  explained  in  Executive  Manual  40. 

This  fact  points  out  one  of  the  limitations  to  the 
extension  of  the  scientific  plans.  In  lines  of  work  where 
the  overhead  burden  is  low,  the  savings  in  overhead 
gained  thru  unusually  rapid  work  may  not  justify  much 
of  a  bonus  as  an  incentive  to  extra  efforts.  As  a  rule, 
therefore,  the  wage  plans  of  scientific  management  are 
found  only  in  plants  where  the  machine  and  general 
overhead  burden  is  high. 

It  is  true  that  scientific  management,  with  its  time  and 
motion  study,  its  stop  watch  held  at  the  worker’s  elbow, 
and  its  attempts  to  change  working  practices,  has  not 
been  favorably  received  by  many  workers.  In  fact,  some 
workers  have  shown  great  hostility  to  it.  However,  it  is 
a  fact  that  true  scientific  management  promotes  the 
worker’s  best  interests  in  the  long  run — and  it  is  possi¬ 
ble  to  make  the  worker  realize  this  fact. 
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Those  firms  which  have  been  most  successful  in  avoid¬ 
ing  or  overcoming  their  workers’  antagonism  to  time  and 
motion  study — such  as  Joseph  &  Feiss,  of  Cleveland,  who 
establish  all  their  piece  rates  with  the  stop  watch — have 
made  it  a  practice  to  have  all  stop-watch  tests  made  by 
men  and  women  of  their  own  organizations  who  person¬ 
ally  have  the  confidence  of  their  fellows.  Whereas  work¬ 
ers  are  quick  to  suspect  an  outsider  who  stands  over  them 
with  a  stop  watch,  they  soon  learn  to  take  it  as  a  matter 
of  regular  procedure  when  the  timing  is  done  by  one  of 
their  fellow  workers.  To-day,  in  fact,  there  are  shops  in 
which  the  workers  would  rebel  if  a  new  rate  were  made 
on  any  but  a  time-study  basis,  for  the  workers  have  seen 
that  it  insures  them  an  honest  return  for  their  effort. 

The  Workers  Must  Be  “Sold.”  Earlier  in  our  study  of 
managing  men,  we  saw  the  necessity  for  the  business  or 
industrial  executive  to  be  able  to  “sell”  his  plans  and 
ideas  and  decisions  to  those  who  work  under  him.  No¬ 
where  is  this  more  important  than  in  the  case  of  wage 
plans  or  systems.  As  one  prominent  industrial  engineer 
puts  it:  “To  achieve  results,  the  rates  must  be  carefully 
set  for  fairness,  maintained  as  set,  and  the  workers  ‘sold’ 
on  the  idea.”  He  further  maintains  that — 

“No  matter  what  the  difficulties  in  the  way,  there  are 
practically  no  conditions  under  which  the  right  plan 
of  wage  incentive  won’t  work  and  be  acceptable  to 
the  workers  and  the  management  alike.” 

It  is  equally  true  that  no  matter  how  fair  a  wage  plan 
or  system  may  be,  unless  it  is  “sold”  to  the  workers — 
unless  they  are  convinced  that  it  is  fair  to  them — it  will 
not  work  satisfactorily. 

Let  us  here  recall  the  fact  that  in  selling  ideas  to  the 
men,  the  time  factor  is  very  important;  that  people’s 
minds  cannot  be  hurried.  If  planning  to  make  any 
change  whatsoever  in  a  plan  or  system  of  compensation, 
it  is  a  good  rule  to  announce  the  change  at  least  a  month 
in  advance,  so  that  the  rank  and  file  of  the  men  will  have 
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plenty  of  time  to  talk  it  over,  to  get  used  to  the  idea,  and 
to  ask  the  necessary  questions  that  give  management  an 
opportunity  to  place  the  facts  and  figures  and  philosophy 
of  the  plan  before  them. 

COMPENSATING  THE  WHITE-COLLAR  MAN 

The  money  incentive  as  discussed  in  preceding  pages 
was  related  to  manual  workers,  but  the  basic  ideas  apply 
also  in  compensating  the  white-collar  man,  such  as  the 
officer  worker  and  the  salesman.  The  task-and-bonus 
principle,  for  example,  is  often  applied  to  office  work¬ 
ers,  both  men  and  women,  as  pointed  out  in  the  section 
of  this  training  service  on  office  organization  and  man¬ 
agement. 

Miss  E.  H.  Meyers,  of  the  Curtis  Publishing  Company, 
Philadelphia,  says:  “We  have  always  worked  on  the 
theory,  and  found  it  sound,  that  no  two  individuals  have 
the  same  ability.  Therefore,  it  is  unfair  to  attempt  to 
set  a  definite  salary  to  be  paid  all  workers  doing  a  cer¬ 
tain  class  of  work.  It  is  very  discouraging  for  the  clerk 
who  produces  more  work  than  his  neighbor  to  receive  on 
pay  day  the  same  compensation. 

“Our  plan  for  increasing  production  and  thereby  in¬ 
creasing  compensation,  decreasing  errors,  and  reducing 
cost,  is  accomplished  by  the  practical  use  of  two  essential 
factors: 

“1.  Knowledge  of  the  actual  production  the  clerks  turn  out. 

“2.  Knowledge  of  what  clerks  should  produce  for  a  day’s 
work  at  the  wage  paid. 

“To  gain  the  knowledge  of  actual  production  we  use  a 
daily  time  ticket.  These  tickets  are  made  out  daily, 
showing  the  time  and  production  on  operations.  The 
clerks  keep  their  own  record  and  figure  their  own  bonus 
earnings,  knowing  daily  whether  we  are  posting  them  to 
the  debit  or  credit  side  of  the  company’s  ledger,  and  how 
much  extra  money  they  are  entitled  to.” 
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Determine  the  production  you  want,  determine  the 
wage  you  will  pay,  keep  individual  records  of  what  you 
get,  and  pay  only  on  the  basis  of  proved  ability.  This 
briefly  covers  the  Curtis  method  of  determining  bonus. 

Other  variations  of  the  task-and-bonus  system  are  used 
by  different  companies  in  clerical,  stenographic,  and  other 
kinds  of  office  work. 

The  Task-and-Bonus  Plan  for  Salesmen.  The  nature  of 
the  salesman’s  job  lends  itself  ideally  to  some  sort  of 
task-and-bonus  form  of  compensation.  It  is,  in  fact, 
exceptional  to  pay  salesmen  a  straight  salary  for  time 
put  in.  Most  salesmen,  as  pointed  out  in  Executive 
Manual  22,  either  receive  a  salary  plus  a  commission  on 
their  sales  or  they  are  paid  a  commission  and  are  per¬ 
mitted  a  “drawing  account”  of  so  much  a  week  to  be 
deducted  from  commission. 

In  employing  the  salary-and-commission  plan  of  pay¬ 
ment,  many  companies  adopt  the  idea  of  the  task-and- 
bonus  system.  For  example,  when  Marshall  Field  & 
Company’s  wholesale  house  assigns  a  new  salesman  to  a 
territory,  he  has  to  produce  the  first  year,  say,  $50,000 
worth  of  business  in  order  to  earn  his  salary.  For  all 
over  $50,000  in  sales,  he  receives  a  commission  of,  say, 

5  per  cent.  If  he  turns  in  more  than  $75,000  in  sales,  his 
commission  on  all  above  $75,000  is  increased  to,  say, 

6  or  7  per  cent.  This  is  encouraging  to  the  salesman; 
it  gives  him  an  increasing  incentive;  it  acts  like  an 
automatic  spark  accelerator  on  an  automobile,  which 
advances  the  spark  as  the  car  picks  up  speed. 

In  every  job,  an  increased  rate  of  return  for  excep¬ 
tionally  good  results  is  a  strong  incentive  to  put  forth 
special  efforts  to  secure  such  results. 

In  the  case  of  salesmen,  a  bonus  on  business  secured 
in  excess  of  a  quota  is  profitable  to  the  company  as  well 
as  to  the  salesman,  because  there  is  usually  little  or  no 
difference  in  his  expenses  after  the  man’s  sales  exceed 
a  certain  amount. 
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The  Commission  Plan  in  Retail  Selling.  So  successful  has 
6  the  bonus  or  commission  system  of  payment  been  in 
establishing  incentives  for  salesmen  representing  whole¬ 
salers  and  manufacturers  that  many  retail  merchants 
have  applied  it  to  their  retail  sales  people;  and  it  works 
well  in  the  retail  store  when  properly  applied. 

Some  retail-store  executives  of  wide  experience  claim 
that  it  is  a  corrective  for  the  serious  problem  of  retail- 
store  labor  turnover.  They  claim  that  any  salary  that  a 
merchant  can  afford  to  guarantee,  merely  on  a  time  basis, 
is  inadequate  to  hold  live  sales  people;  that  they  move 
from  store  to  store  (each  move  costing  some  employer 
anywhere  from  $20  to  $100  for  wasted  training  and 
employment  office  overhead)  “in  a  grim  search  for  eva¬ 
sive  opportunities  to  make  more  money,”  as  Mr.  George 
White,  superintendent  of  the  McGurdy  department  store, 
Rochester,  N.  Y.,  puts  it. 

On  the  other  side  of  the  case  is  the  attitude  of  the  sales 
people.  While  unquestionably  many  individual  salesmen 
and  saleswomen  prefer  some  sort  of  salary-plus-commis¬ 
sion  form  of  compensation,  and  some  even  prefer  an  all¬ 
commission  plan,  the  rank  and  file  are  not  so  inclined. 
While  they  may  accept  such  a  plan,  they  usually  really 
prefer  a  straight-salary  basis  of  compensation.  The 
“human  nature”  of  the  matter  is  that  if  commissions  are 
paid  on  the  task-and-bonus  plan — a  commission  on  all 
sales  over  a  certain  quota — the  sales  person  is  prone  to 
become  discouraged  and  to  declare  that  he  or  she  cannot 
exceed  the  quota  and  will  have  to  work  very  hard  before 
beginning  to  earn  any  commission. 

One  solution  to  this  is  the  plan,  employed  by  some 
stores,  of  paying  a  small  commission  on  sales  of  any 
amount  in  addition  to  a  moderate  salary.  This  keeps  the 
clerk  interested,  and  gives  him  or  her  the  fun  of  figuring 
out  each  day’s  earnings. 


COMPENSATION  AND  INCENTIVES 
Part  III 

The  Profit-Sharing  Incentive 

HE  modern  trend  toward  looking  upon  employes 


as  partners  in  the  business,  as  reasoned  out  by 


Henry  Ford,  follows: 

It  is  not  usual  to  speak  of  an  employe  as  a  partner,  and  yet  what 
else  is  he?  Whenever  a  man  finds  the  management  of  a  business  too 
much  for  his  own  time  or  strength,  he  calls  in  assistants  to  share 
the  management  with  him.  Why,  then,  if  a  man  finds  the  produc¬ 
tion  part  of  a  business  too  much  for  his  own  two  hands  should  he 
deny  the  title  of  “partner”  to  those  who  come  in  and  help  him  pro¬ 
duce?  Every  business  that  employs  more  than  one  man  is  a  kind 
of  partnership.  The  moment  a  man  calls  for  assistance  in  his  busi¬ 
ness — even  tho  the  assistant  be  but  a  boy — that  moment  he  has 
taken  a  partner.  He  may  himself  be  sole  owner  of  the  resources  of 
the  business  and  sole  director  of  its  operations,  but  only  while  he 
remains  sole  manager  and  sole  producer  can  he  claim  complete  inde¬ 
pendence.  No  man  is  independent  as  long  as  he  has  to  depend 
on  another  man  to  help  him.  It  is  a  reciprocal  relation — the  boss 
is  the  partner  of  his  worker,  the  worker  is  partner  of  his  boss. 

Sharing  the  profits  of  a  business  with  the  workers  in 
that  business — either  by  giving  them  stock  or  by  mak¬ 
ing  it  possible  for  them  to  purchase  stock  advantage¬ 
ously,  or  by  bonuses  or  other  profit-sharing  devices — is 
consistent  with  the  partner  viewpoint,  as  expressed  above 
by  Mr.  Ford,  who  also  said: 

Wages  and  salaries  are  a  sort  of  profit  sharing  fixed  in  advance; 
but  it  often  happens  that  when  the  business  of  the  year  is  closed, 
it  is  discovered  that  more  can  be  paid.  And  then  more  ought  to 
be  paid. 


THE  DIFFICULTIES  OF  PROFIT  SHARING 


It  is  the  belief  of  many  forward-looking  business  lead¬ 
ers  that — 

Profit  sharing  is  a  sound  principle;  it  tends  to  im¬ 
plant,  in  the  worker’s  mind,  a  feeling  of  interest  in 
the  welfare  of  the  business  to  take  the  place  of  in¬ 
difference  or  hostility. 
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Profit  sharing  implies  that  the  employe  is  a  partner  in 
the  business,  and  this  feeling,  even  tho  it  be  not  strong 
in  the  worker’s  mind,  is  a  thousand  times  better  than  a 
feeling  of  indifference  to  the  success  of  the  business — 
therefore  the  constant  effort  of  many  interested  in  per¬ 
sonnel  relations  to  discover  those  methods  whereby  prof¬ 
its  may  be  shared  with  the  workers  so  as  to  bring  about 
satisfactory  results;  for  attempts  at  profit  sharing  have 
not  been  invariably  successful.  Many  attempts,  in  fact, 
have  had  to  be  drastically  modified  or  abandoned. 

The  first  profit-sharing  plan  of  the  Ford  Motor  Com¬ 
pany  gave  rise  to  unforeseen  difficulties  that  interfered 
with  the  smooth  working  of  the  plan.  Under  this  first 
Ford  plan,  the  profits  to  be  shared  were  unusually  large. 
In  some  cases,  the  worker’s  share  of  profits  was  equal  to 
his  year’s  pay.  Such  a  sudden  access  of  “wealth”  would 
have  thrown  many  of  the  workers’  scale  of  living  out  of 
balance,  to  their  ultimate  detriment.  Therefore  this 
company  decided  that  the  worker  should  not  be  allowed 
to  spend  his  share  of  the  profits  as  he  chose,  but  should 
put  it  into  a  savings  account,  life  insurance,  home  buying, 
or  spend  it  in  some  other  sensible  way. 

In  order  to  insure  that  the  workers  would  spend  their 
extra  money  as  desired,  it  was  necessary  for  the  company 
to  employ  a  large  force  of  social  workers  to  visit  the 
homes  of  the  employes  and  to  plan  their  expenditures 
with  them.  Naturally,  many  of  the  workers  resented 
this  method  of  attempting  to  regulate  their  home  affairs. 
Therefore,  this  plan,  notwithstanding  its  real  benefits 
to  the  workers,  had  to  be  modified. 

The  Difficulty  in  Paying  a  Fixed  Percentage  of  Profits. 
Take  the  case  of  an  employer  who — desiring  to  give  his 
employes  a  fair  share  in  the  profits  in  order  to  increase 
their  interest  and  loyalty — establishes  a  fixed  percentage 
of  profit  to  be  paid  to  his  employes,  and  enters  into  an 
agreement  with  them  as  to  the  percentage  and  the  time 
or  times  of  payment  each  year. 
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Everything  goes  well  for  possibly  two  or  three  years. 
Then  comes  a  year  of  poor  business,  and  down  come  the 
profits  for  that  year.  The  workers’  share  of  profits  is 
lowered.  What  is  the  result? 

The  workers  were  delighted  with  their  share  in  the 
profits  so  long  as  the  profits  were  increasing,  or  even 
holding  their  own.  But  when  profits  drop,  grumbling 
begins.  The  worker  is  human.  If  he  receives  a  profit- 
sharing  check  for  $150  this  year,  he  looks  for  $150  (or 
more)  next  year — and  in  many  cases  he  has  it  spent 
before  he  receives  it.  What  is  more  natural,  then,  than 
that  he  should  be  disconcerted  and  resentful  if  he  opens 
his  envelope  containing  his  profit-sharing  check  to  find 
that  it  reads  only  $89.75.  He  knows  little  or  nothing 
about  financing  a  business;  to  him  profits  result  if  the 
business  does  as  much  or  more  volume  than  last  year ;  or 
profits  come  out  of  a  miraculous  pitcher  which  fills  as 
rapidly  as  it  is  emptied.  He  cares  not  for  explanations; 
he  cannot  interpret  a  balance  sheet  or  a  profit  and  loss 
statement ;  it  matters  not  to  him  that  his  employer  is  in 
the  same  boat  and  is  discomfited  in  much  larger  measure. 
The  only  fact  he  considers,  in  most  cases,  is  that  he  did 
not  receive  as  much  as  he  received  last  year  (or  last  sea¬ 
son)  and  he  is  disappointed — if  not  actually  in  trouble 
by  virtue  of  having  spent  the  larger  sum  in  anticipation. 

Such  is  the  human-nature  side  of  straight-percentage 
profit  sharing,  as  it  applies  to  the  rank  and  file  employe. 

The  Difficulty  in  Paying  a  Bonus.  Giving  cash  bonuses 
has  the  same  weakness  as  paying  a  fixed  percentage  of 
profits,  in  so  far  as  its  effect  as  incentive  compensation 
is  concerned.  The  bonus  soon  comes  to  be  expected— 
and  spent  in  advance.  The  workers  soon  come  to  regard 
it  as  part  of  their  regular  pay.  Let  the  amount  of  bonus 
paid  be  materially  less  than  customary  and  many  of  the 
workers  feel  just  as  tho  they  had  been  short  changed. 
W  hatever  interest  or  loyalty  $150  bought  is  greatly 
weakened  when  it  becomes  $89.75. 
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That  and  other  difficulties  of  profit  sharing  lie  largely 
in  the  method  of  administering  the  profit-sharing  plan; 
for  it  is  now  a  demonstrated  fact  that — 

Profit  sharing  is  a  desirable  practice  for  many  types 
of  businesses — provided  the  right  method  of  adminis¬ 
tering  the  plan  is  employed. 

It  will  be  well  worth  our  while  at  this  point  to  study 
what  some  of  those  companies  that  have  had  successful 
experience  in  profit  sharing  have  discovered  to  be  the 
proper  methods  of  administering  a  profit-sharing  plan. 

THE  PRINCIPLES  OF  SUCCESSFUL  PROFIT  SHARING 

As  a  background  for  our  study  of  the  principles  and 
practice  of  successful  profit  sharing,  let  us  have  a  clear 
understanding  of  the  meaning  of  the  term  “profit  shar¬ 
ing/’  for  many  of  the  plans  and  schemes  masquerading 
under  that  name  are  not  true  profit-sharing  plans. 

What  Is  True  Profit  Sharing?  The  British  Board  of 
Trade,  in  a  special  report  on  the  subject  of  profit  sharing, 
used  the  following  simple  definition,  which  is  perhaps  the 
best  one  yet  written: 

Profit  sharing  is  understood  to  involve  an  agreement  between  an 
employer  and  his  workpeople  under  which  the  latter  receive,  in 
addition  to  their  wages,  a  share,  fixed  beforehand,  in  the  profits  of 
the  undertaking. 

Note  the  following  points  of  this  definition: 

First,  that  it  is  an  agreement  between  an  employer  and 
his  workpeople,  not  merely  a  matter  of  spontaneous 
gratuity  on  the  part  of  the  employer  at  the  end  of  the 
year. 

While  a  “bonus”  is  a  recognized  method  of  sharing  the 
profits  of  a  business  with  the  workers  (and  as  such  will 
be  dealt  with  a  few  pages  further  on),  it  is  not  true  profit 
sharing  unless  it  is  based  on  a  definite  agreement. 

Second,  note  in  the  above  definition,  that  the  workers’ 
share  in  the  profits  is  to  be  in  addition  to  their  wages. 
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A  profit-sharing  plan  has  little  chance  for  real  effec¬ 
tiveness  if  the  payments  made  are  not  over  and  above  the 
full  going  rate  of  wages  prevailing  in  the  trade  or  indus¬ 
try,  or  the  locality;  for,  as  one  authority  puts  it — 

It  is  the  amount  over  and  above  the  usual  that  secures  the 
unusual  devotion  of  employes. 

Third,  note  that  the  rate  of  profits  shall  be  fixed 
beforehand.  This  means  that  the  amount  of  profits  to  be 
received  by  the  workers  is  directly  contingent  upon  the 
net  profits  of  the  business  for  a  specified  period,  not  upon 
output  or  sales  or  any  other  factor. 

Those  who  succeed  in  making  profit  sharing  work — 
and  work  not  merely  for  the  worker  but  for  themselves 
as  well — will  use  as  a  starting  point  one  or  the  other  of 
three  principles  which  have  so  far  proved  to  be  sound. 
Let  us  examine  each  of  these  three  principles. 

1.  Start  Profit  Sharing  with  a  “Discretionary  Group.” 
In  every  business  there  is  what  some  industrial  leaders 
call  the  “discretionary  group,”  and  three  facts  are  impor¬ 
tant  about  this  group  as  regards  profit  sharing. 

First,  they  are  workers  who,  as  a  rule,  are  not  content 
with  a  straight  salary;  or,  if  they  are  content,  the  salary 
they  receive  fails  as  an  incentive  to  enlist  their  full 
capabilities. 

As  well  pointed  out  by  the  several  authors  of  a  book 
entitled  Profit  Sharing,  published  by  Harper  &  Bros.: 

With  a  flat  salary,  the  incentives  that  spur  men  on  to  increased 
efficiency  beyond  that  necessary  to  hold  the  job  are  love  of  their 
work,  the  desire  for  achievement,  emulation  and  the  love  of  praise, 
ambition  for  promotion,  or  the  sheer  sense  of  duty.  The  instinct 
of  workmanship  is  not  always  to  be  relied  upon,  emulation  becomes 
weak  except  under  a  skillful  and  tactful  management,  ambition  often 
languishes  after  a  certain  scale  of  income  has  been  reached  or  when 
promotion  is  slow,  and  the  sense  of  duty  is  dulled  by  routine. 

Profit  sharing,  offering  a  direct  inducement  over  and  above  the 
flat  salary,  is  therefore  likely  to  prove  an  especially  effective  stimulus 
among  the  employes  of  larger  responsibility. 

That  co-operation  among  the  discretionary  group  of  employes 
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may  be  obtained  in  a  measure  without  profit  sharing  is  granted. 
But  if  these  important  employes  be  paid  a  share  of  the  profits  of 
the  business,  their  co-operative  point  of  view  will  be  materially 
enlarged. 

The  second  of  the  three  facts  about  discretionary  em¬ 
ployes  is  that  this  group  of  workers  can  do  the  most  to 
influence  profits,  as  implied  above,  for — 

They  do  the  planning. 

They  do  the  purchasing  and  spending. 

They  do  the  directing. 

They  do  the  hiring  and  firing. 

They  have  in  their  hands  power  to  initiate  economies  and  to 
bring  about  improvements  and  refinements. 

Thus,  one  of  these  discretionary  employes  may,  thru 
one  wise  decision  in  purchasing,  or  in  the  selection  of  new 
equipment,  or  in  the  handling  of  an  impending  labor  dis¬ 
pute,  become  the  direct  or  indirect  cause  of  a  greater 
increase  in  net  profits  than  another  worker  could  with  his 
best  endeavors  over  even  a  period  of  years.  Or,  by  a 
careless  or  an  unwise  decision,  he  may  be  the  cause  of  an 
equally  large  decrease  in  profits. 

The  third  fact  is  that  this  discretionary  group  has,  by 
virtue  of  its  greater  intelligence  and  its  contact  with  the 
officers  or  heads  of  the  business,  a  better  understanding 
of  how  a  business  is  controlled  and  financed  and  how 
profits  are  made,  and  how  general  business  conditions  at 
any  given  period  may  affect  net  profits.  Each  worker  in 
this  discretionary  group  also  has  a  clear  appreciation  of 
how  the  operations  or  functions  he  himself  controls 
influence  profits. 

Those  three  considerations  underlie  the  fact  that — 

Profit  sharing  has  been  found  to  work  fairly  satis¬ 
factorily  with  discretionary  employes. 

Employes  in  this  group  understand  the  operation  of  a 
profit-sharing  plan;  they  appreciate  the  opportunity  to 
share  in  the  profits,  because  they  crave  further  recogni¬ 
tion  than  their  pay  envelope  or  salary  check  brings  to 
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them — a  feeling  of  ownership  and  partnership  in  the 
business.  In  the  lean  years  they  can  see  the  handwriting 
on  the  wall;  they  anticipate  less  profits  than  usual. 
Furthermore,  employes  in  this  group  may  be  handled  as 
individuals. 

Consequently,  there  are  many  successful  plans  for 
sharing  profits  with  discretionary  employes.  We  do  not 
here  need  to  review  these  plans.  Most  of  them  provide 
for  acquiring  the  ownership  of  stock  in  the  business. 
Constant  improvement  in  plans,  however,  makes  it  advis¬ 
able  for  executives  in  charge  of  personnel  relations  in  a 
business  to  keep  in  touch  with  current  literature  on  the 
subject. 

2.  Education  Is  Essential  to  “Sell”  the  Plan.  The 
second  principle  of  successful  profit-sharing  administra¬ 
tion  is  that  of  educationally  “selling”  the  plan  to  the 
workers.  (Starting  with  discretionary  workers  was  the 
first  principle.) 

Successful  profit  sharing  is  possible  among  rank-and- 
file  workers,  as  well  as  among  discretionary  employes. 
There  are  several  outstanding  demonstrations  of  this 
fact,  such  as  the  experience  of  Procter  &  Gamble  Com¬ 
pany,  makers  of  Ivory  soap,  and  of  the  A.  W.  Burritt 
Co.,  of  Bridgeport,  Conn. 

These  companies  that  have  applied  profit  sharing  suc¬ 
cessfully  to  the  rank  and  file  have  started  from  this  sec- 
cond  principle  of  educationally  “selling”  the  workers  on 
their  plan.  They  have  realized  that — 

Any  plan  of  profit  sharing,  tho  manifestly  to  the 
worker’s  interest,  must  nevertheless  be  “sold”  to 
him  if  it  is  to  succeed. 

Workers  in  general  are  inclined  to  be  suspicious  of 
profit-sharing  advances  from  their  employers.  They  may 
even  misconstrue  their  employer’s  interest  in  them  as 
fear  of  their  (the  workers’)  power — unless  the  whole 
basis  of  the  plan  is  made  very  simple  and  clear  to  the 
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workers,  and  is  made  definite  and  binding  on  the  com¬ 
pany,  so  that  the  workers  can  have  no  feeling  that  the 
officers  have  left  a  loophole  for  letting  themselves  out  if 
they  choose. 

The  terms  should  be  drawn  up  into  a  definite  agree¬ 
ment  or  contract,  and  a  complete,  simple,  and  under¬ 
standable  explanation  of  the  whole  plan  should  be  placed 
in  the  hands  of  each  individual  who  is  to  participate. 
Each  must  be  individually  “sold”  on  the  plan.  It  is  not 
enough  to  call  a  general  meeting  and  make  a  speech  and 
have  pamphlets  and  copies  of  the  argeement  passed  out. 
This  may  be  a  good  beginning,  but  it  must  be  followed 
up  by  personal  salesmanship.  Each  man’s  foreman  or 
department  head  should  be  drilled  in  the  principles  of 
the  plan  and  instructed  to  explain  them  to  his  men  indi¬ 
vidually.  Only  by  such  a  careful  individual  “selling” 
campaign  will  the  danger  of  future  misunderstandings 
and  disputes  be  forestalled. 

“It  is  a  notable  fact,”  says  one  investigator  of  profit- 
sharing  experience,  “that  all  the  companies  which  have 
operated  genuine  profit  sharing  among  the  wage  earners 
for  any  considerable  period  have  been  comparatively 
small  concerns  in  which  one  or  a  few  managers  conducted 
a  long  and  effective  campaign  of  education,  largely  by 
personal  contact  with  the  participants.” 

This  same  investigator  points  out  two  axioms  of  suc¬ 
cessful  profit  sharing  among  the  rank  and  file  of  work¬ 
ers,  as  follows: 

1.  The  larger  the  number  of  participants,  the  greater  is 
the  difficulty  of  educating  participants;  and 

2.  The  larger  the  group,  the  less  is  the  influence  of  mem¬ 
bers  upon  each  other. 

The  greater  the  number  of  participants  in  a  profit- 
sharing  plan,  the  less  is  the  opportunity  of  the  manage¬ 
ment  to  educate  each  individual  in  the  principles  and 
practice  of  profit  sharing;  and  this  education  is  essential. 
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No  profit-sharing  plan  should  be  inaugurated  with  the 
expectation  that  it  will  prove  self-operative. 

The  successful  introduction  of  profit  sharing,  espe¬ 
cially  among  wage  earners,  involves  a  campaign  of 
education  which  must  be  almost  continuous  in  the 
early  years  of  the  plan,  and  which  can  never  be  defi¬ 
nitely  dropped. 

Each  participant  in  the  plan  must  be  taught  to  see  the 
relation  between  his  efforts  and  profits;  his  confidence 
in  the  management’s  intentions  must  be  established ;  and 
his  interest  in  and  loyalty  to  the  profit-sharing  plan  must 
be  developed.  All  this  requires  time,  constant  effort,  and 
patience  upon  the  part  of  the  management. 

Such  educational  work  may  be  done  by  pamphlets, 
bulletins,  lectures,  and  committee  and  group  meetings 
for  the  discussion  of  matters  affecting  the  profits  account. 
But  the  most  powerful  factor  in  the  process  of  education 
will,  of  necessity,  be  the  personality  of  the  active  man¬ 
agement. 

The  great  difficulty  in  making  the  wage  earners  in  a 
large  organization  feel  the  importance  of  their  individual 
efforts  as  a  factor  in  gaining  profits  to  be  shared  by  them 
lies  in  their  realization  that  any  increased  efficiency  of 
their  own  may  be  offset  by  the  indolence  of  others.  Con¬ 
sequently,  altho  profit  sharing  when  applied  in  large 
organizations  promotes  cordial  industrial  relations  and 
long  service,  it  has  been  found  to  be  comparatively  inef¬ 
fective  as  an  inducement  to  personal  efficiency. 

3.  The  Form  of  Profit-Distribution  Is  Important.  The 
third  basic  principle  of  successful  profit  sharing  concerns 
the  form  or  the  method  of  distributing  the  profits.  Those 
who  have  had  success  with  a  profit-sharing  plan  have 
started  out  with  a  form  or  method  of  distributing  profits 
that  was  found  to  be  workable. 

Let  us  analyze  the  several  methods  of  distributing 
profits,  and  give  each  its  due  consideration.  We  find  that 
profits  may  be  distributed — 
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1.  In  cash: 

(a)  In  a  lump  sum — 

Annually,  semiannually,  or, quarterly. 

(b)  In  the  worker’s  regular  pay  envelope. 

2.  In  stock. 

3.  In  a  combination  of  cash  and  stock. 

4.  In  payments  to  a  provident  or  insurance  fund. 

The  cash-bonus  or  profit  distribution,  if  paid  in  a  lump 
sum,  makes  a  very  favorable  impression  the  first  time  it 
is  paid ;  but  subsequently  it  is  anticipated  and,  as  already 
brought  out,  it  soon  ceases  to  be  considered  anything 
more  than  an  annual  or  semiannual  or  quarterly  adjust¬ 
ment  of  wages  or  salary;  furthermore,  if  it  is  less  for  a 
given  period  than  it  was  for  the  previous  periods,  it  may 
arouse  suspicions  and  ill  will. 

If  that  is  the  truth — and  it  has  been  the  experience,  to 
a  greater  or  less  extent,  of  nearly  all  companies  who  have 
tried  it — why  is  it  not  a  better  method  to  put  the  profits 
into  the  pay  envelope  or  add  them  to  the  salary  check? 
If,  as  some  authorities  contend,  wages  and  salaries  are  a 
form  of  profit  sharing  fixed  in  advance,  then  why  not 
consider  them  so? 

How  do  the  workers  feel  about  this? 

Increased  Wage  v.  Bonus.  We  have  at  least  one  definite 
expression  of  employes’  preference  for  increased  wages 
over  a  periodic  bonus  or  share  of  profits.  This  was  in  the 
vote  of  the  workers  in  the  shops  of  the  A.  Nash  Com¬ 
pany,  Cincinnati,  Ohio,  a  company  which  operates  its 
clothing  factory  strictly  on  the  Golden  Rule  principle, 
and  is  generally  called  the  Golden  Rule  clothing  factory. 

Twice  in  the  history  of  this  business  have  the  officers 
gone  before  a  meeting  of  the  rank  and  file  of  the  organi¬ 
zation  with  a  proposition  to  pay  them  a  cash  bonus  semi¬ 
annually  as  their  share  of  the  profits,  and  both  times  the 
workers,  of  their  own  volition,  voted  against  a  cash  bonus 
and  in  favor  of  applying  the  amount  to  an  increase  in 
their  weekly  wages. 


38 


COMPENSATION  AND  INCENTIVES 


Supplementing  this  is  the  statement  of  Henry  S.  Den¬ 
nison,  who  has  made  an  extensive  and  intensive  study  of 
profit-sharing  principles  and  practice: 

Whenever  you  let  a  group  of  intelligent  workers  vote,  they  will 
always  say,  “We  don’t  want  a  cash  bonus.  Give  it  to  us  in  the 
form  of  increased  wages.” 

This  is  further  borne  out  by  the  experience  of  the 
Wickwire  Spencer  Steel  Corporation,  which  abandoned 
the  cash-in-a-lump  form  of  profit  sharing  in  response  to 
a  fairly  general  demand  to  “raise  our  wages  and  forget 
the  profit  sharing,”  or,  in  other  words,  to  share  its  profits 
as  it  went  along  by  anticipating  them  in  establishing 
wage  and  salary  rates.  This  is  what  the  Ford  Motor 
Company  has  done,  and  the  vote  of  the  workers  them¬ 
selves  in  this  case  also  tends  to  show  the  soundness  of 
the  method. 

Thus  we  find  that  the  lump-sum  cash  method  of  dis¬ 
tributing  profits  seems  to  be  contrary  to  the  judgment 
of  what  the  workers  themselves  want ;  and  we  may  safely 
say  that — 

As  a  rule,  workers  prefer  to  receive  distributed  profits 
in  the  form  of  an  increase  to  their  regular  wages 
rather  than  in  a  lump  sum  of  money. 

This  applies,  however,  more  to  the  rank-and-file  work¬ 
ers  than  to  the  discretionary  workers — altho  it  must  be 
remembered  that  the  instinctive  human  tendencies  of 
both  these  classes  of  workers  are  pretty  much  the  same. 

Distributing  Profits  in  the  Form  of  Stock.  The  satisfac¬ 
tory  experience  of  a  large  number  of  business  firms  which 
have  distributed  stock  in  place  of  cash  as  the  workers’ 
share  in  the  profits,  indicates  that  this  is  a  good  method 
of  sharing  profits.  The  Baker  Manufacturing  Company, 
the  N.  0.  Nelson  Manufacturing  Company,  the  Boston 
Consolidated  Gas  Company,  the  Dennison  Manufactur¬ 
ing  Company,  and  a  number  of  other  well-known  con¬ 
cerns  have  used  this  method  with  success.  They  have, 
however,  safeguarded  the  plan  against  the  natural  in- 
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clination  of  a  worker  to  sell  his  stock  when  he  gets  a  bit 
pinched  for  money,  by  placing  certain  limitations  on  its 
sale  or  transfer;  for,  once  a  worker  sells  his  stock  and 
spends  the  money,  much  of  the  good  will  and  incentive 
it  inspired  are  gone. 

The  main  advantages  of  distributing  profits  in  the 
form  of  stock  are: 

1.  Stock  ownership  carries  with  it  a  feeling  of  partnership  in 
the  business. 

2.  It  forms  a  nest  egg  which  adds  to  a  man’s  or  woman’s 
self-respect. 

3.  It  positively  promotes  pride  in  and  loyalty  to  the  business. 

4.  It  is  not  spent  in  advance  as  is  the  cash  bonus. 

5.  It  usually  pays  a  small  cash  dividend  periodically,  which 
reminds  the  holder,  very  agreeably,  that  he  is  a  stock¬ 
holder — a  partner  in  the  business. 

6.  “Why  don’t  I  get  more  wages  instead?”  is  not  likely  to 
be  the  worker’s  attitude;  he  has  the  same  kind  of  owner¬ 
ship  in  the  business  as  every  other  stockholder. 

In  this  sixth  advantage  we  can  see  the  desirability  of 
“educating”  the  worker  up  to  an  understanding  of  the 
fact  that  the  only  difference  between  him  and  a  director 
of  the  company  as  to  ownership  in  the  business  is  a  mat¬ 
ter  of  the  relative  amounts  of  stock  holdings — a  differ¬ 
ence  in  degree,  not  in  kind. 

However,  it  is  too  much  to  expect  that  the  ownership 
of  just  a  few  shares  of  stock  in  a  large  company  will 
have  any  very  marked  influence  on  the  daily  efficiency  of 
a  worker.  Experience  proves  that  no  such  result  can  be 
expected,  altho  better  results  of  this  kind  can  be  obtained 
by  the  right  kind  of  educational  work  on  the  part  of 
management. 

Sharing  Profits  in  the  Form  of  Insurance.  The  third 
method  of  distributing  a  share  of  profits,  as  outlined  on 
a  previous  page — that  of  a  combination  of  cash  and  stock 
— obviously  has  many  of  the  advantages  of  the  two 
methods  of  which  it  is  composed,  with  some  of  the  dis- 
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advantages  of  each  partially  overcome.  Because  we 
already  have  a  basis  for  appraising  that  third  method, 
let  us  now  take  up  the  fourth  plan,  that  of  paying  profits 
into  a  provident  or  insurance  fund  to  take  care  of  the 
employe’s  future. 

This  fourth  method  has  one  very  commendable  fea¬ 
ture:  it  uses  the  profits  earned  by  the  worker’s  present 
effort  to  protect  his  future. 

This  is  a  plan  that  is  operated  by  Sears,  Roebuck  & 
Company,  of  Chicago.  In  introducing  this  plan  to  its 
employes,  this  company  explained  it  as  follows: 

In  order  that  employes  may  share  in  the  profits  of  the  business, 
and  to  encourage  the  habit  of  saving,  the  company  has  decided  to 
contribute  annually  a  sum  equal  to  5  per  cent  of  its  net  earnings 
to  an  employes’  savings  and  profit-sharing  fund.  It  is  intended 
that  this  plan  will  furnish  to  those  who  remain  in  the  employ  of 
the  company  until  they  reach  the  age  when  they  retire  from  active 
service,  a  sum  sufficient  to  provide  for  them  thereafter,  and  that 
even  those  who  achieve  a  long  service  period,  but  who  may  not 
remain  with  the  company  all  of  their  business  life,  will  have  accumu¬ 
lated  a  substantial  sum.  This  savings  and  profit-sharing  fund  will 
enable  the  employe  to  secure  an  income  for  himself  after  the  close 
of  his  active  business  career,  or,  in  the  case  of  death,  for  his  family. 

Like  any  other  plan,  this  one  also  has  to  be  continu¬ 
ally  “sold”  to  its  beneficiaries,  for  the  average  worker  is 
inclined  to  be  more  interested  in  to-day’s  pay  than  in 
what  is  likely  to  befall  him  in  fifteen  or  twenty  years. 

The  Results  of  Profit  Sharing.  We  have  seen  that  there 
are  a  number  of  ways  to  overcome  the  difficulties  attend¬ 
ant  upon  a  general  sharing  of  profits  with  the  workers  in 
a  business.  What  are  the  results  to  be  expected  aside 
from  the  employer’s  reward  of  knowing  that  he  is  play¬ 
ing  square  with  those  who  help  him  make  a  success  of 
his  business? 

Will  profit  sharing  actually  increase  production? 

It  seems  to  be  the  consensus  of  opinion  of  those  who 
have  tried  it  and  of  those  who  have  studied  its  operation 
over  a  period  of  years,  that  profit  sharing  in  any  form 
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will  not  actually  increase  the  speed  of  production  to  any 
appreciable  extent. 

One  well-known  authority  sums  up  the  results  of  gen¬ 
eral  profit  sharing  as  follows: 

There  is  no  profit-sharing  scheme  so  far  discovered  that  will  get 
an  increase  in  (the  individual  worker’s)  production.  What  profit 
sharing  will  do  is  to  improve  quality,  save  waste,  save  supervision, 
and  cause  employes  to  co-operate  better  with  each  other. 

These  results,  of  course,  should  mean  increased  output 
for  the  business  as  a  whole  at  less  cost  per  unit  of  output, 
therefore  greater  profits,  a  share  of  which  is  distributed 
to  the  workers. 

Points  to  Be  Remembered.  The  important  points  that 
an  executive  should  remember  about  profit  sharing  as  a 
form  of  compensation  are: 

1.  It  must  be  an  incentive  over  and  above  the  usual  pay  or 
salary  to  secure  an  unusual  interest;  and  the  usual  pay 
or  salary  must  be  at  least  up  to  the  prevailing  rate  in  the 
industry  or  locality. 

2.  Lump-sum  profit  sharing  is  not  satisfactory  unless  the 
amount  of  the  lump  sum  is  certain  to  be  maintained  or 
increased  from  year  to  year;  and  even  then  it  soon  loses 
its  effectiveness  as  extra  compensation,  because  it  is  antici¬ 
pated  and  generally  spent  in  advance. 

3.  Profit  sharing  can  be  applied  most  successfully  to  discre¬ 
tionary  employes  whose  work  is  of  such  nature  that  it 
has  a  strong  influence  on  profits. 

4.  Any  plan  of  profit  sharing  should  be  drawn  up  into  a 
definite  agreement,  and  the  plan  should  be  painstakingly 
“sold”  to  every  individual  interested,  not  only  at  the  be¬ 
ginning,  but  continually. 

5.  Distribution  of  stock  in  the  company  (properly  safe¬ 
guarded  as  to  sale  or  transfer)  has  proved  more  beneficial 
than  lump-sum  cash  distribution;  but  for  the  rank-and- 
file  employes,  an  even  more  satisfactory  method  (from 
the  worker’s  standpoint,  but  not  necessarily  from  the  em¬ 
ployer’s)  is  to  put  the  profit  into  the  weekly  pay  envelope 
as  a  “plus”  to  their  wages,  which,  of  course,  must  be  up 
to  the  prevailing  scale  to  begin  with. 
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6.  Profit  sharing  will  not  increase  the  speed  of  the  individual 
worker’s  production,  but,  if  wisely  used  as  a  form  of  extra 
compensation,  it  will — 

Improve  quality. 

Reduce  waste. 

Save  supervision. 

Develop  greater  loyalty  and  a  better  spirit  of  co-opera¬ 
tion. 

Compensation  Means  Incentive.  Summing  up  the  whole 
subject  of  compensation,  we  find  that,  whether  com¬ 
pensation  be  paid  in  the  form  of  wages  or  salary,  or  of 
the  plus-money  variety,  or  of  profit  sharing,  it  has  one 
fundamental  purpose,  and  that  is  to  serve  as  an  incen¬ 
tive  to  loyal  and  efficient  effort. 

Compensation  is,  therefore,  a  problem,  not  of  money 
alone,  but  of  individual  and  group  incentive;  and  the 
man  who  would  succeed  in  this  important  function  of  a 
manager  of  men  must  devote  his  thought  and  study,  not 
so  much  to  methods  or  systems  of  compensation,  but  to 
the  human  matter  of  incentives. 

Once  an  executive  gets  a  clear  incentive  picture  of  his 
working  force  in  mind,  the  right  plan  or  method  of  com¬ 
pensating  them  will  begin  to  formulate  itself. 

Executive  Problem  66,  which  follows,  will  serve  as  a 
means  of  acquiring  valuable  experience  in  handling  the 
problem  of  compensation  in  accordance  with  the  attitude 
and  understanding  of  this  problem  as  presented  in  this 
executive  manual.  Then,  in  Executive  Manual  67,  we 
shall  analyze  the  whole  problem  of  training  men,  giv¬ 
ing  special  attention  to  the  human-nature  side  of  the 
problem. 


CHECK-UP  ON  PRINCIPLES 

Use  the  following  check-up  to  get  the  principles  of  this  manual 
firmly  fixed  in  mind.  This  will  help  you  to  handle  the  problem 
which  follows.  This  check-up  is  entirely  for  your  own  personal 
use,  so  you  need  not  send  it  in  to  the  University. 


Check 

1.  The  jobs  at  which  most  of  the  laborers  for  the 
Corcoran  Company  are  employed  are  generally  laborious, 
dirty,  and  ill-smelling,  and  are  likely  to  endanger  the 
health  of  the  workers  thru  exposure  to  wet  and  cold. 
Workers  are  hard  to  get  and  hard  to  hold;  extra-high 
wages  are  offered  to  attract  them.  Now  a  machine  has 
been  invented  to  do  the  actual  work,  under  the  guidance 
of  the  worker,  who  is  relieved  of  muscular  strain,  dirt, 
and  exposure.  No  greater  skill  is  required  of  him  than 
before.  Can  a  lower  wrage  now  be  paid? 

Yes 

No 

2.  In  the  Liggett  Works  there  had  been  a  large  labor 
turnover.  Then  one  of  the  heads  of  the  company  intro¬ 
duced  the  following: 

□  Competitions  between  the  several  departments. 

□  Higher  standards  of  workmanship. 

□  Penalties  for  poor  work. 

□  Interesting  talks  about  the  business. 

□  More  healthful  wmrking  conditions. 

□  Supervision  over  the  men’s  time  outside  working 
hours. 

Check  the  changes  which  would  tend  to  lower  the 
labor  turnover. 

3.  A  large  advertising  agency  works  under  a  plan 
whereby  its  solicitors,  called  “associates,”  are  expected 
each  to  find  his  prospects,  to  make  sales,  and  to  plan  and 
develop  the  advertising  literature  for  his  customers.  Do 
you  recognize  the  incentive  to  which  these  associates  are 
responding? 

4.  Workers  in  a  plant  that  makes  a  certain  agricul¬ 
tural  apparatus  were  given  an  illustrated  lecture  which 
showed  this  apparatus  in  use  in  many  lands.  Would 
this  lecture  tend  to  dignify  each  worker’s  job? 
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5.  The  management  of  an  electrical  manufacturing 
company  decided  to  introduce  a  premium  system  of  pay¬ 
ing  its  workers.  It  quietly  perfected  its  plans,  then  sud¬ 
denly  introduced  the  system.  Altho  the  plan  had  proved 
successful  in  other  plants,  the  management  here  experi¬ 
enced  great  difficulty  with  it.  Do  you  know  what  im¬ 
portant  step  the  management  had  failed  to  take? 

Check 

Yes 

No 

6.  Is  the  salary-plus-commission  form  of  payment 
suitable  for  clerks  in  a  delicatessen  store? 

For  salesmen  in  the  furniture  department  of  a  de¬ 
partment  store? 

\ 

7.  The  president  of  the  George  Horan  Company  is 
considering  introducing  profit  sharing  into  his  company. 
He  realizes  that  there  are  possible  dangers  in  the  move¬ 
ment.  Can  you  name  the  three  principles  he  should  em¬ 
ploy  to  insure  success  for  the  plan  ? 

8.  The  Zeiss  Woodcrafters,  Inc.,  is  a  small  company 
engaged  in  producing  hand-carved  furniture.  It  employs 
a  small  group  of  artisans,  about  fifteen  or  twenty,  most 
of  whom  have  been  in  the  organization  for  many  years. 

The  Buckeye  Gear  &  Machine  Company  manufac¬ 
tures  gears  and  general  machinery  on  a  large  scale.  It 
employs,  in  its  factory,  about  800  workers.  Would  a 
profit  sharing  plan  be  more  apt  to  succeed  in  the  Buck¬ 
eye  Gear  &  Machine  Company  than  in  the  Zeiss  organi¬ 
zation? 

Executive  Problem  66 


INCENTIVES  AND  SALESMEN 

Use  of  Incentives  to  Control  a  Sales  Organization 

Under  the  LaSalle  Problem  Method 


IT  IS  not  merely  how  many  dollars  you  pay 
your  employes,  it  is  how  equitably  you  re¬ 
ward  them  for  accomplishing  the  purpose  of 
their  jobs — that’s  what  really  counts  in  attain¬ 
ing  the  objectives  of  a  business  thru  the  co¬ 
operation  of  others. 

The  problem  that  follows  deals  with  providing 
incentives  that  arouse  basic  instincts  and  de¬ 
sires. 


Prepared  by  the  Research  and  Consultation 
Staff  of  LaSalle  Extension  University  from  an 
interesting  problem  which  it  has  carefully  in¬ 
vestigated  and  analyzed. 
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INCENTIVES  AND  SALESMEN 

The  Paramount  Packing  Company  is  engaged  in  the 
manufacture  and  sale  of  four  main  classes  of  products : 

1.  Canned  vegetables. 

2.  Canned  fruits. 

3.  Condiments  (pickles,  catsup,  mustard,  etc.). 

4.  Pork  and  beans. 

It  has  several  canneries  and  pickle  and  condiment 
plants,  located  in  sections  where  the  crops  for  the  prod¬ 
ucts  are  grown. 

Since  the  fruit  and  vegetable  canning  is  highly  seasonal 
(the  whole  harvest  of  a  given  fruit,  for  example,  having 
to  be  handled  in  the  cannery  within  the  period  of  a  few 
weeks),  these  plants  tend  to  have  a  peak  production 
during  the  summer  and  part  of  the  fall,  and  a  slack  pro¬ 
duction  during  other  months  of  the  year.  To  keep  its 
force  of  workers  thruout  the  year,  and  to  keep  its  plants 
running  at  a  profit  during  the  slack  season,  the  company 
does  pork-and-bean  packing  in  some  of  its  plants. 

The  Company’s  Sales  and  Advertising.  Its  goods,  under 
its  own  brand  name,  are  sold  mostly  to  the  homes  thru¬ 
out  America,  thru  groceries,  delicatessens,  and  general 
stores.  It  is  not  one  of  the  great  advertisers,  but  it  al¬ 
ways  has  some  very  attractive  advertising  for  the  dealer’s 
use — window  displays,  store  cards,  etc. 

The  company  has  a  large  sales  force,  a  considerable 
proportion  of  which  is  made  up  of  salesmen  who  call 
upon  dealers.  While  this  company  also  has  men  calling 
on  jobbers  and  other  large  distributors,  our  problem  is 
concerned  only  with  these  salesmen  who  sell  to  dealers. 

Crop  Irregularities  Affect  the  Sale's  Program.  It  is  cus¬ 
tomary  for  a  fruit  or  a  vegetable  cannery,  or  a  pickle  or 
condiment  plant,  to  contract  for  its  raw  supplies  with  the 
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farmers  in  the  vicinity.  These  contracts  call  for  the  planting  of  so 
much  acreage  in  specified  crops.  In  making  such  a  contract,  the 
cannery  agrees  to  buy  all  the  crop  which  the  acreage  contracted  for 
produces.  If  a  farmer  agrees  to  plant  three  acres  of  tomatoes,  the 
factory  agrees  to  buy  all  the  tomatoes  which  the  three  acres  yield, 
whether  the  yield  be  normal,  or  only  half  of  normal,  or  considerably 
more  than  normal. 

This  means  that  the  Paramount  Packing  Company  is  unable  to 
tell,  at  the  beginning  of  the  year,  how  great  the  output  in  each  of 
its  items  will  be  for  that  year.  The  crop  yield  of  certain  vegetables, 
for  example,  may  turn  out  to  be  unusually  heavy,  in  which  case  the 
company  will  have  surpluses  of  those  particular  vegetables  to  dis¬ 
pose  of.  To  sell  these  surpluses  (and  in  one  year  there  may  be  sev¬ 
eral  such  surpluses  to  find  a  market  for)  requires  salesmen  versatile 
enough  to  make  several  special  drives,  pushing  the  sale  of  one  can¬ 
ned  fruit  or  vegetable  for  a  few  -weeks,  then  pushing  another  for  the 
next  few  weeks,  and  so  on  until  the  surpluses  are  disposed  of. 

The  sales  manager  of  the  Paramount  Packing  Company,  therefore, 
must  be  able  to  get  maximum  co-operation  from  his  men  for  these 
particular  drives.  If,  during  a  certain  month,  he  wants  his  men  to 
push  the  sale  of  canned  com,  he  must  be  able  to  induce  them  to  get 
behind  this  particular  product  at  this  time,  and  to  put  enough  force 
into  their  efforts  to  dispose  of  the  quantity  that  the  company  wants 
to  sell  at  this  time. 

One  of  the  major  objectives  of  the  sales  manager  is  to  direct  his 
men  so  they  will  do  just  what  he  wants  them  to  do,  precisely  at  the 
time  he  wants  it  done. 

The  Salesmen  Must  Sell  the  Entire  Line.  But  even  while  mak¬ 
ing  a  drive  on  a  particular  product,  the  salesmen  must  not  neglect 
to  sell  the  other  items  of  the  line.  The  company  has  a  large  line — 
several  dozen  different  items — and  it  depends  on  its  salesmen  to  sell 
all  these  items.  Now  salesmen  sometimes  find  they  can  sell  some 
items  more  easily  than  others;  therefore,  in  order  to  get  a  large 
order  from  a  dealer,  they  may  be  tempted  to  overstock  him  on  a 
few  items  rather  than  make  the  extra  effort  needed  to  sell  him  a 
wider  assortment.  And  it  requires  real  work  and  hard  study  for  a 
salesman  to  get  that  intimate  knowledge  of  every  item  that  will 
enable  him  to  sell  wide  assortments. 

A  second  major  objective  of  the  sales  manager  is  to  get  his  men 
to  sell  the  whole  line,  in  addition  to  pushing  the  sale  of  particular 
items. 

Products  Yield  Different  Profits.  There  is  a  wider  margin  of 
profit  for  the  company  in  some  products  than  in  others.  A  product 
that  is  a  comparatively  easy  seller  may  yield  only  a  moderate  profit, 
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whereas  another,  harder  to  sell,  may  afford  a  noticeably  higher 
profit.  Therefore  the  company  wants  the  salesmen,  in  addition  to 
selling  the  goods  that  yield  a  moderate  profit,  to  persuade  the  dealers 
to  buy  quantities  of  the  items  yielding  the  better  profits.  Such 
products  are  priced  so  that  the  dealers  in  turn  may  sell  them  at 
higher  mark-ups. 

A  third  important  objective  of  the  sales  manager  is  to  get  his 
men  to  sell  a  satisfactory  volume  of  “profit  merchandise.” 

Getting  New  Dealers.  The  sales  manager  routes  each  salesman 
over  his  territory.  In  short,  he  gives  each  a  definite  schedule  which 
shows  what  towns  to  visit  and  how  long  to  stay  in  each.  The  sales 
manager  carefully  studies  each  territory,  and  does  not  pass  up  any 
towns  that  promise  enough  business  to  make  the  salesman’s  visits 
profitable,  both  to  the  salesman  and  to  the  company. 

However,  scattered  over  each  salesman’s  territory  are  many  deal¬ 
ers  who  are  not  customers  of  this  company.  The  company  wants  to 
get  as  many  of  these  as  possible  “on  its  books.”  The  salesman  is 
told  definitely  to  visit  these  prospects,  but,  since  there  is  plenty  of 
competition  in  this  field,  and  since  it  is  generally  harder  to  land  a 
new  customer  than  to  get  an  order  from  a  regular  one,  the  company 
finds  the  problem  of  obtaining  new  dealers  not  an  easy  one. 

A  fourth  major  objective  of  the  sales  manager  is  to  induce  his 
men  to  put  in  a  certain  amount  of  time  on  developing  new  business, 
and  to  put  forth  the  necessary  selling  efforts  to  add  new  customers 
consistently. 

Controlling  Salesmen’s  Activities  thru  Payment  Plans 
and  Use  of  Other  Incentives 

In  our  study  of  the  Paramount  Company’s  selling  problem,  we 
are  confining  ourselves  largely  to  answering  the  question,  “What 
incentives  should  this  company  employ  to  induce  its  salesmen  to 
do  what  it  wants  them  to  do?”  What  method  of  compensation  and 
what  other  incentives  should  it  use  to  accomplish  its  four  major 
objectives: 

1.  Get  all  the  salesmen  to  make  the  particular  selling  drives 
when  the  company  wants  them  made. 

2.  Get  them  to  sell  the  entire  line. 

3.  Get  them  to  push  those  articles  which  are  a  little  harder 
to  sell,  but  which  yield  the  company  a  better  profit. 

4.  Get  them  to  put  forth  their  best  efforts  in  developing 
new  business. 

It  is  understood,  of  course,  that  the  sales  manager  will  instruct 
his  men  fully  as  to  the  general  sales  policy  of  the  company;  that 


50 


COMPENSATION  AND  INCENTIVES 


he  will  acquaint  them  with  the  four  major  objectives  just  described. 
He  will  further  seek  to  keep  these  objectives  constantly  before  them, 
thru  letters,  bulletins,  and  personal  talks.  He  will  require  frequent 
reports  from  them  on  what  they  have  done.  From  a  study  of  these 
reports,  and  from  an  analysis  of  orders  turned  in,  he  will  give  each 
salesman  specific  directions,  constructive  aid,  and  encouragement. 

However,  the  sales  manager  can  not  have  a  close  personal  con¬ 
tact  with  all  his  men.  Days  and  weeks  go  by  without  his  seeing 
them  and  talking  with  them.  During  that  time  he  can  reach  them 
only  thru  the  mails.  Moreover,  the  very  nature  of  the  salesmen’s 
work,  the  fact  that  they  are  thrown  largely  on  their  own  initiative, 
breeds  in  them  a  more  or  less  independent  attitude.  If  they  turn 
a  sufficiently  large  volume  of  business  into  the  house,  they  may  feel 
that  their  work  is  satisfactory  and  their  jobs  are  secure,  even  tho 
they  fail  to  follow  every  suggestion  of  the  sales  manager. 

The  company  can  successfully  meet  this  situation  only  by  placing 
before  the  salesmen  certain  effective  incentives  to  definite  action. 
Of  these,  probably  the  most  important  is  the  money  incentive.  The 
company  can  so  arrange  its  method  of  paying  its  salesmen  as  to 
encourage,  persuade,  and  impel  (not  compel)  them  to  do  those 
specific  things  that  it  w7ants  done. 

But  it  is  not  limited  to  the  use  of  monetary  incentives  only.  Men 
are  also  influenced  by  the  desire  for  honors  and  prizes;  the  desire 
to  enjoy  pleasures,  amusement,  relaxation;  the  desire  for  the  respect, 
approval,  and  good  will  of  others;  the  desire  for  fuller  knowledge 
and  the  development  of  personal  qualities;  and  many  other  desires 
not  directly  related  to  the  desire  for  monetary  gain. 

Turn  now  to  the  specific  questions  in  the  working  papers. 
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TRAINING  MEN 
Part  I 

Success  Founded  on  Training 

TBRUOUT  this  training  service,  and  particularly  in 
this  division  on  managing  men,  we  can  see  that 
the  person  who  would  succeed  as  an  executive 
must  have  the  right  mental  attitude  toward  his  work  as 
a  whole  and  toward  each  separate  phase  and  problem 
of  it. 

This  need  of  the  right  attitude  is  nowhere  exemplified 
better  than  in  the  matter  of  training  men.  For  here  the 
executive  may  hold  one  or  the  other  of  two  opposing 
attitudes. 

He  may  hold  the  attitude  that  men  are  to  be  accepted 
and  used  as  they  are,  with  all  their  inabilities,  their 
unwillingnesses,  their  inefficiencies.  He  may  hold  that 
there  is  little  or  no  hope  of  bettering  such  men ;  hence  he 
may  be  willing  to  put  up  with  them  as  they  are  and  make 
no  real  attempt  to  train  them  to  think  and  act  more 
efficiently. 

Such  an  attitude  is  entirely  wrong,  and  the  executive 
who  holds  it  will  surely  be  handicapped  in  his  progress. 

On  the  other  hand,  he  may  hold  the  view  that  men, 
with  all  their  shortcomings  as  workers,  are  susceptible  of 
considerable  betterment.  While  he  may  take  into  his 
organization  men  at  present  unprepared  and  inefficient, 
yet  he  will  not  be  satisfied  to  have  them  remain  so,  but 
will  begin  at  once  to  develop  them  with  the  purpose  in 
view  that  they  shall  eventually  become  satisfactorily 
efficient. 

That  is  now  generally  conceded  to  be  the  right  attitude 
toward  training  the  men;  and  it  is  true  that — 

Success  as  a  leader  of  men  is  founded  largely  upon 
ability  to  develop  and  train  men  to  be  more  efficient 
in  their  work,  and  to  make  many  of  them,  in  turn, 
successful  leaders  of  men. 
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Training  Is  Essential  in  Man  Management.  The  modern 
executive  believes  it  to  be  not  only  desirable  but  neces¬ 
sary  to  train  his  workers.  This  attitude  is  undoubtedly 
the  right  one.  It  is  in  keeping  with  the  attitude  and  the 
practices  of  many  of  our  most  successful  business  leaders 
to-day,  and  it  is  in  keeping  with  the  fundamental  prin¬ 
ciples  of  success  in  managing  men.  Let  us  notice  how. 

To  begin  with,  recall  the  fact  that  every  business  finds 
strength  in  adhering  to  the  cause  for  which  it  stands.  It 
is  desirable  that  the  workers  understand  this  cause,  and 
strive  to  work  in  accordance  with  it.  Revealing  the  cause 
of  a  business  to  the  workers  and  inspiring  them  to  bring 
their  work  up  to  the  standard  of  efficiency  necessary  to 
fulfill  the  cause  of  the  business  is  an  act  of  training. 

Again,  we  understand  the  difference  between  building 
up  a  business  organization  and  merely  running  the  busi¬ 
ness.  This  problem  of  building  up  an  organization  by 
delegating  authority  and  responsibility  is  largely  a 
problem  in  training. 

Then,  too,  we  saw  that  the  job  is  something  to  be 
accomplished.  Plainly  it  requires  training  to  make  each 
worker  realize  the  true  nature  of  his  job,  and  be  able  to 
handle  it  so  as  to  accomplish  the  most  for  the  effort 
expended. 

Furthermore,  in  our  analysis  of  compensation,  we  were 
impressed  with  the  necessity  of  training  in  connection 
with  what  are  generally  regarded  as  the  more  efficient 
forms  of  compensation. 

The  executive  who  is  well  informed  on  the  subject 
of  managing  men  is  bound  to  realize  the  great  need 
of  training  in  modern  times;  a  need  that  is  steadily 
growing  from  year  to  year. 

Training  should  not  be  confined  merely  to  the  tech¬ 
nical  handling  of  each  job,  but  also  should  embrace  the 
workers’  attitude  toward  their  work,  toward  the  com¬ 
pany,  and  toward  their  fellow  workers.  Training  not  only 
is  something  merely  for  the  rank  and  file,  but  for  the 
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department  heads  and  other  leaders  of  the  business  as 
well. 

Training  Must  Accompany  All  Business  Growth.  It  has 

just  been  shown  that  training  is  necessary  all  along  the 
line  in  order  that  the  principles  of  effective  man  manage¬ 
ment  may  be  put  into  successful  practice.  But  there  is 
even  a  more  comprehensive  demand  for  training  than 
this.  For — 

Training  is  needed  as  an  accompaniment  of  all 
business  growth,  development,  and  adaptation. 

In  the  modern  world  we  have  seen  thousands  of  busi¬ 
nesses  grow  from  humble  beginnings  to  mighty  propor¬ 
tions.  Ambitious  men  starting  small  businesses  hope 
that  theirs,  too,  will  grow.  But  an  expanding  business  is 
one  that  continually  introduces  new  experiences  and 
problems  to  the  managers  and  workers — new  markets, 
enlarged  quarters,  change  of  manufacturing  equipment, 
an  increased  number  of  workers,  new  financing  needs, 
new  experiences  in  advertising,  developments  in  sales 
methods,  etc.  Here  is  a  whole  world  of  new  information 
to  be  learned,  organized,  and  taught  to  others. 

The  Improving  Business  Needs  Training.  Again,  there  is 
a  widespread  realization  among  business  men  that  the 
goods,  the  standards,  and  the  processes  in  business  are 
far  from  being  perfect,  that  there  are  numerous  places 
where  things  can  be  bettered.  Frederick  Taylor  and  his 
followers,  the  efficiency  and  industrial  engineers,  have 
specifically  pointed  out  thousands  of  cases  where  unnec¬ 
essary  wastes  have  occurred  in  business — wastes  of  mate¬ 
rial,  power,  space,  time,  equipment,  labor,  ideas.  The 
more  recent  movement  for  simplification  is  also  an 
attempt  to  effect  betterments  in  business.  In  short,  the 
more  progressive  of  our  business  men  work  on  the  prin¬ 
ciple  that — 

There  are  many  opportunites  for  carrying  on  busi¬ 
ness  in  better  ways,  and,  regardless  of  how  efficient 
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our  own  business  may  seem  to  be,  there  are  still 
chances  for  improvement. 

And  in  all  cases,  in  order  to  effect  improvements  in  & 
business,  it  is  necessary  to  educate  and  train  the  workers 
in  the  new  methods  and  the  reason  for  them.  Many  a 
new  plan  installed  by  an  industrial  engineer  has  been 
abandoned  later  because  the  workers  were  not  properly 
trained  to  carry  it  out. 

Training  Necessary  for  Adaptation  to  Changes.  There  is 
yet  another  reason  why  the  business  that  expects  to  live 
and  prosper  should  have  a  training  program;  it  is  the 
highly  changeable  character  of  modern  life. 

Chemical  discovery  and  invention  has  already  effected 
vast  changes  in  our  wealth,  and  promises  to  bring  about 
even  mightier  changes  in  the  future.  Machine  designing 
has  caused  revolutionary  changes.  The  perfection  of  the 
internal-combustion  engine  and  of  the  automobile  has 
affected  the  movement  of  populations,  the  growth  of 
cities,  the  attractiveness  and  prosperity  of  the  farm,  and 
the  social  habits  of  the  nation;  and  it  promises  to  work 
still  further  changes.  Electrical  developments,  coupled 
with  the  movement  toward  “superpower,”  are  tending  to 
decentralize  industry,  to  send  production  plants  from  the 
overcrowded  cities  to  the  easier  living  conditions  of  the 
smaller  towns.  At  the  same  time,  the  centers  of  whole 
industries  are  on  the  move.  Boot  and  shoe  manufacture, 
once  almost  exclusively  confined  to  New  England,  is 
becoming  decentralized,  and  much  of  it  is  now  done  in 
the  Middle  West.  Cotton-textile  plants,  once  also  the 
monopoly  of  New  England,  have  been  moving  into  the 
South. 

Meanwhile  new  methods  are  being  tried  out  in  mar¬ 
keting,  and  new  tendencies  are  at  work.  The  status  of 
the  jobber  is  changing.  Mail  order  houses,  department 
stores,  Chain  stores,  and  self-serving  stores  are  having 
their  day.  The  dealer  is  becoming  better  educated  in 
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retailing,  and  is  buying  in  smaller  quantities  and  looking 
for  more  rapid  turnover. 

In  view  of  the  enormous  changes  that  have  occurred 
in  the  last  twenty-five  years,  we  are  surely  justified  in 
expecting  many  other  mighty  changes  in  the  quarter  of  a 
century  immediately  before  us.  Now,  we  should  keep 
ourselves  in  an  expectant,  sympathetic  attitude  toward 
these  changes,  and  should  induce  our  associates  in  busi¬ 
ness  to  have  the  same  attitude.  In  these  times,  if  we 
permit  our  minds  to  remain  static,  it  takes  only  a  few 
years  to  make  old  fogies  of  us. 

The  condition  of  the  world  that  we  live  in  compels 
us,  if  we  would  thrive,  to  make  the  training  habit 
one  of  the  fundamental  habits  of  our  lives. 

We  should  never  feel  that  we  or  our  business  organiza¬ 
tions  are  ever  thru  with  learning.  If  we  are  bent  on  see¬ 
ing  our  business  grow,  we  must  know  that  unless  we  study 
and  train,  we  cannot  take  advantage  of  the  new  experi¬ 
ences  that  growth  brings.  If  we  want  our  business  to  free 
itself  from  wastes  and  inefficiencies,  we  must  realize  that 
we  cannot  bring  about  the  needed  betterments  without 
study  and  training.  And  if  we  desire,  as  business  men, 
to  adapt  ourselves  successfully  to  the  many  profound 
changes  that  are  almost  sure  to  occur  within  our  lifetime, 
here,  again,  we  must  realize  our  need  for  study  and 
training. 

In  order  that  he  and  his  business  may  successfully 
adapt  themselves  to  the  highly  changeable  modern 
world,  the  executive  must  himself  hold,  and  must 
induce  his  associates  to  hold,  a  continually  alert, 
inquisitive  attitude  toward  his  business  and  toward 
all  that  affects  it.  He  and  his  associates  should 
have  the  attitude  of  the  learner. 

THE  SPIRIT  OF  TRAINING 

There  are  two  human  instincts  which,  in  combination, 
tend  to  make  a  man  jealous  of  his  ability  and  unwilling 
to  teach  it  to  others.  These  instincts  are  the  construc¬ 
tive  instinct  and  the  desire  for  reputation.  Thus  there 
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are  certain  executives  who,  when  a  problem  presents 
itself  to  be  done,  prefer  to  do  it  themselves  and  get  the 
credit  for  it  rather  than  to  teach  others  to  do  it  and  let 
them  have  the  credit. 

Every  executive  of  this  type  should  be  made  to  realize 
that  his  success  as  an  executive  depends  on  his  ability  to 
develop  the  people  under  him.  So  long  as  he  performs 
the  work  himself,  he  may  be  an  unusually  skilled  indi¬ 
vidual  worker,  but  he  is  not  an  executive. 

The  man  who  can  develop  others,  who  can  awaken 
the  slumbering  powers  of  a  dozen  or  a  hundred  or 
a  thousand  men  under  him,  is  much  more  valuable 
to  his  company  and  to  society  than  is  the  man  who 
insists  on  keeping  his  knowledge  to  himself,  no 
matter  how  expert  he  is. 

The  executive,  therefore,  should  learn  to  take  pride  in 
his  ability  to  develop  the  men  under  him.  Rather  than 
feel  secretly  elated  over  the  fact  that  his  business  or  his 
department  cannot  function  well  without  his  close  per¬ 
sonal  oversight,  he  should  be  ashamed  of  such  a  fact;  he 
should  pride  himself  that  he  has  been  able  to  develop  his 
men  to  such  a  high  standard  of  ability  that,  even  when 
he  goes  on  a  vacation,  the  work  goes  on  as  efficiently  as 
ever. 

Working  into  a  Bigger  Job.  At  first  glance,  it  may  be 
thought  that  the  executive  wTho  so  perfects  his  company 
or  department  that  it  can  operate  without  him,  is  work¬ 
ing  himself  out  of  a  job.  But,  in  reality,  he  is  working 
himself  into  a  bigger  job.  The  ability  to  develop  men  is 
so  rare  that  he  who  possesses  it  will  find  his  services  in 
demand.  Having  put  one  department  into  smooth  work¬ 
ing  order,  he  may  be  given  charge  of  other  departments 
also;  in  other  words,  by  “working  himself  out  of  one  job,” 
he  works  himself  into  another  and  better  job. 

The  executive  who  realizes  and  applies  this  truth  has 
the  true  spirit  of  training.  And  to  the  extent  that  he 
makes  the  others  of  his  organization  realize  and  apply  the 
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same  truth,  will  he  cause  the  spirit  of  training  to  per¬ 
meate  the  entire  group. 

The  successful  executive  takes  pride  in  develop¬ 
ing  the  business  abilities  of  his  associates. 

In  order  to  make  this  spirit  of  training  prevail,  there 
should  be,  thruout  the  organization,  a  willingness  not 
only  to  give  training  but  also  to  accept  it. 

Overcoming  Unwillingness  to  Be  Improved.  As  a  rule, 
human  beings  do  not  like  to  be  criticized,  to  be  shown 
that  they  are  at  fault,  or  to  be  told  how  they  can  do  bet¬ 
ter.  To  overcome  this  unwillingness  to  be  improved,  the 
manager  should  explain  to  the  workers  the  spirit  in  which 
training  is  offered  to  them.  He  will  do  well  to  call  atten¬ 
tion  to  the  fact  that  modern  life  is  moving  at  such  a  pace 
that  we  are  all  continually  forced  to  learn  new  things  in 
order  to  keep  abreast  of  progress;  that  we  should  all, 
therefore,  have  the  attitude  of  learners;  that  when  atten¬ 
tion  is  called  to  our  mistakes,  reproof  is  not  necessarily 
intended. 

We  can  illustrate  this  by  showing  how  a  business  man 
should  not  and  how  he  should  deal  with  certain  mistakes 
made  by  his  stenographer.  Let  us  imagine  that  the  girl 
misspells  some  of  her  words,  that  her  knowledge  of  punc¬ 
tuation  is  hazy  in  places,  and  that,  in  transcribing  her 
notes,  she  sometimes  puts  ridiculous  or  senseless  state¬ 
ments  into  his  letters.  If  this  business  man  does  not 
have  the  spirit  of  training,  he  is  likely  to  fume  and  to 
berate  all  stenographers  as  being  brainless  and  careless. 

But  if  he  has  the  training  idea,  he  will  speak  to  the  girl 
somewhat  as  follows:  “I  want  to  compliment  you  on 
some  of  your  qualities  as  a  stenographer.  You  are  indus¬ 
trious,  you  are  loyal,  and  you  are  dependable.  But  there 
are  some  defects  which  are  standing  in  your  way,  and  I 
am  sure  you  want  to  overcome  them,  don’t  you?  They 
are  not  hard  to  correct,  but  so  long  as  you  let  them 
remain,  you  will  be  rated  lower  as  a  stenographer  than 
you  deserve.  You  have  the  high  qualities  of  industry, 
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loyalty,  and  dependability,  and  you  will  be  able,  with  a 
little  practice,  to  get  rid  of  the  defects.” 

He  will  then  point  out  the  defects  and  suggest  that  she 
take  definite  steps  to  overcome  them.  What  this  girl 
evidently  needs  is  drill  work  in  spelling  and  punctuation ; 
also  an  acquaintance  with  a  larger  vocabulary.  She  can 
give  this  instruction  to  herself,  or  can  get  it  in  the  class¬ 
room.  Let  her  once  be  made  to  realize  that  it  is  worth 
her  while  to  improve  herself,  and  let  a  definite  plan  for 
improvement  be  suggested,  and  she  will  be  likely  soon 
to  show  a  notable  improvement  in  her  work. 

The  Need  of  Understanding  and  of  Practice.  We  now 

understand  and  can  see  the  importance  of  the  right  atti¬ 
tude  toward  the  subject  of  training.  It  is  because  so 
many  business  men  and  concerns  fail  to  have  the  proper 
attitude  toward  this  matter  of  training  that  we  have  first 
given  special  attention  to  its  need. 

But  the  right  attitude  is  only  the  first  step.  It  is  also 
necessary  that  we  have  an  intelligent  understanding  of 
the  problem,  and  that  we  put  this  understanding  into 
sound  practice.  Part  II  will  deal  with  the  main  problems 
of  training,  and  will  offer  a  number  of  helpful  rules  for 
putting  training  into  practice. 


TRAINING  MEN 
Part  II 

Planning  and  Practicing  Training 

MR.  FARLEY,  president  of  the  nursery  company 
of  that  name,  had  called  in  a  sales  and  market¬ 
ing  expert  to  advise  him.  The  company  was 
employing  salesmen  to  visit  the  homes  in  the  suburbs  of 
large  cities  and  in  smaller  towns,  and  to  offer  for  sale  the 
vines,  shrubs,  and  ornamental  trees  which  the  company 
produced.  Sales  had  not  been  large,  there  was  a  high 
turnover  in  the  sales  force,  and,  as  a  result,  the  com¬ 
pany’s  profits  had  not  been  satisfactory. 

After  a  thoro  investigation,  the  marketing  expert  said: 
“Your  salesmen,  Mr.  Farley,  are  not  presenting  quite  the 
right  proposition  to  their  prospects.  They  are  suggest¬ 
ing  adding  beauty  to  the  home  and  are  offering  individual 
pieces  of  shrubbery  and  ornamental  plants.  What  they 
should  propose  to  the  average  home  owner  is  to  increase 
appreciably  the  value  of  his  home  thru  landscape  gar¬ 
dening.  A  few  ornamental  plants,  of  the  right  kind  and 
properly  placed,  will  yield  a  handsome  profit  in  that  they 
will  increase  the  value  of  the  home.  In  fact,  I  believe 
that  numerous  cases  could  be  found  to  prove  this.  I 
know  of  cases  where  the  expenditure  of  $100  for  orna¬ 
mental  plants  properly  placed  has  enabled  the  owner  to 
get  $400  or  $500  more  for  the  place  than  he  would  have 
been  able  to  get  before  the  improvement. 

“The  value  of  my  proposal,  as  compared  with  your 
present  selling  plan,  lies  in  this:  Your  salesmen  now 
are  selling  beautification  only,  but  to  many  people  beauty 
does  not  make  a  strong  enough  appeal  to  induce  them  to 
pay  out  much  money  to  obtain  it;  under  my  plan,  on  the 
other  hand,  the  salesman  is  definitely  proposing  that  the 
prospect  make  a  good  profit,  and  have  the  beauty  besides. 
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Planning  the  Salesmen’s  Training.  “But  there’s  this 
about  it,”  continued  the  marketing  expert,  “if  your  sales¬ 
men  are  to  be  able  to  make  this  proposal,  they  must  have 
enough  knowledge  of  the  principles  of  landscape  garden¬ 
ing  to  be  able  to  tell  the  prospect  just  what  should  be 
done  in  order  to  produce  the  best  effect  in  each  case. 

“To  make  landscape  experts  out  of  your  sales  force 
may  seem  a  difficult  task,  but,  after  consulting  several 
landscape  architects,  I  am  convinced  that  your  salesmen 
could  be  given  a  course  of  training  which  would  enable 
them  to  handle  the  business  satisfactorily  under  the  pro¬ 
posed  plan.  With  the  great  majority  of  city  homes  the 
purpose  of  ornamental  plants  should  be  to  make  an 
attractive  frame  for  the  house,  to  make  the  house  appear 
more  beautiful  and  more  attractive. 

“I  suggest  that  the  forms  of  landscape  gardening,  as 
applied  to  city  homes,  be  classified  into  several  types, 
and  that  good  photographs  be  procured  of  each  type. 
Some  one  of  these  types  would  apply  to  practically  every 
home  visited.  With  these  photographs  the  salesman 
could  quickly  show  the  prospect  the  ornamental  effect 
specially  suited  to  his  home. 

“I  suggest  that  you  try  the  plan  out  by  first  training 
only  a  few  of  your  men  to  sell  that  way.  If  the  prelim¬ 
inary  test  shows  the  plan  to  be  successful,  then  you  face 
a  substantial  training  problem.  You  must  first  train 
yourself  to  see  your  sales  proposition  in  the  larger  aspect, 
and  you  must  train  your  men  also  to  see  it,  to  present  it, 
and  to  handle  it  in  that  aspect.” 

Economy  thru  Simplifying  the  Training  Plan.  This  mar¬ 
keting  expert  felt  that  his  plan  was  superior  to  the  one 
being  used,  but  he  did  not  yet  know  how  well  the  sales¬ 
men  could  be  trained  to  handle  the  new  plan. 

At  first  he  had  considered  bringing  the  salesman  to  the 
home  office,  there  to  take  a  short  intensified  course  in 
landscape  architecture.  But  this  seemed  too  costly.. 
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Then  he  had  thought  of  classifying  landscape  garden¬ 
ing  into  types  and  illustrating  each  type.  This  would 
simplify  the  salesman’s  training,  as  it  would  relieve  him 
of  the  need  of  designing  the  landscaping  of  each  home. 
Instead,  he  would  merely  have  to  select  the  type  that 
fitted  that  particular  home.  This  simplification  of  the 
training  would  probably  make  it  possible  to  train  the 
salesmen  by  mail  and  at  low  expense. 

A  training  plan  should  be  as  simple  and  economical 
as  possible  while  still  accomplishing  the  desired 
result. 

Usually,  the  more  simple  the  training  plan  or  program 
is,  the  more  willing  the  men  are  to  be  trained  and  the 
better  are  the  results.  A  difficult  and  extended  training 
plan  should  never  be  employed  unless  it  is  absolutely 
necessary. 

But  we  have  quoted  this  marketing  expert’s  recom¬ 
mendations  because  they  illustrate  the  practical  relation 
that  training  often  has  to  success  in  business.  Not  in 
every  business  is  the  need  of  training  so  apparent  as  in 
this  case,  yet  usually  the  need  exists,  altho  it  may  not 
always  be  recognized. 

Let  us  now  consider  carefully  the  more  important 
problems  relating  to  training,  and  uncover  a  number  of 
practical  principles  for  guidance  in  putting  training  into 
practice. 

The  Scope  of  the  Training.  It  sometimes  happens  that 
the  need  of  training  takes  a  very  specific  form,  as  illus¬ 
trated  in  the  case  of  the  nursery  company  above  cited. 
More  frequently,  however,  a  more  or  less  permanent  need 
for  training  exists  in  an  organization,  and  this  need  is  not 
always  easily  recognized.  An  executive  will  do  well  to 
scrutinize  his  own  business  in  order  to  discover  if  such  a 
need  exists. 

Granted  that  there  is  the  need  for  training  the  men, 
one  of  the  first  questions  that  an  executive  might  ask  is: 
What  shall  be  the  scope  of  the  training  field?  Also,  what 
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persons  are  to  be  trained,  and  in  what  subjects  and  skills 
are  they  to  be  given  training? 

Preliminary  to  answering  that  question,  we  should 
remember  that,  in  establishing  a  training  program  in  an 
organization,  it  is  generally  advisable  to  start  modestly, 
confining  the  training  at  first  only  to  those  occupations 
and  operations  where  training  is  most  palpably  needed. 
After  the  training  program  has  been  put  into  successful 
operation  in  these  occupations,  it  can  be  tentatively 
extended  to  occupations  where  the  need  of  training,  while 
not  so  evident,  nevertheless  is  present. 

This  can  be  illustrated  by  what  happened  in  one  office 
whose  duty  it  was  to  give  a  service  by  mail  to  the  com¬ 
pany’s  customers.  The  personnel  of  this  office  was  made 
up  of  correspondents,  stenographers,  and  special  service 
clerks.  It  was  first  realized  that  these  clerks  needed  spe¬ 
cial  training  in  the  proper  handling  of  the  material  that 
went  thru  the  office;  therefore  a  course  was  prepared  and 
the  clerks  were  trained  in  it.  Later  it  was  realized  that 
improvements  were  possible  in  the  way  the  stenographers 
worked;  therefore  job  standardization  was  worked  out  for 
them  also,  and  they  were  gradually  trained  to  conform 
to  the  standards. 

Later  the  general  manager  came  to  realize  that  there 
was  room  for  improvement  in  the  work  of  the  correspond¬ 
ents.  The  fault  lay  primarily  in  the  style  and  tone  of 
their  letters.  They  were  stilted  and  artificial,  and  largely 
failed  to  indicate  the  spirit  of  good  will  and  helpfulness 
that  the  company  desired  to  show.  The  manager,  there¬ 
fore,  took  up  this  problem  of  writing  better  letters.  He 
got  expert  help;  certain  standards  were  set  up;  and  the 
correspondents  were  trained  in  the  writing  of  letters  to 
meet  the  standard. 

In  instituting  a  training  program,  therefore,  the 
executive  will  do  well,  as  a  rule,  to  start  with  those 
occupations  and  jobs  easiest  to  study  and  for 
which  work  standards  may  most  easily  he  set  up. 
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These  are  generally  the  lowest  stratum  jobs  of  the 
organization.  They  are  repetitive  in  character.  They  do 
not  require  that  the  worker  shall  have  had  much  previ¬ 
ous  education.  Machine  operations,  assembling  jobs, 
simple  clerical  work,  and  many  of  the  service  jobs  of 
business  are  in  this  class.  Since  the  performance  of 
these  jobs  is  generally  shown  by  the  movements  of  the 
worker’s  body,  they  can  be  more  easily  analyzed  than 
can  jobs  which  require  more  mental  work;  therefore 
efficiency  standards  can  be  more  readily  set  up  for  these 
jobs,  and  they  can  be  taught  in  a  short  time  to  new 
workers. 

The  Problem  of  Training  Skilled  Workers.  Above  the 
lowest  stratum  of  workers,  the  jobs  become  more  complex 
in  character,  and  the  problem  of  setting  up  efficiency 
standards  and  of  training  workers  to  meet  these  standards 
becomes  more  difficult.  In  this  class  fall  all  jobs  calling 
for  an  unusual  degree  of  expertness,  the  result  of  perhaps 
years  of  training.  Expert  engravers,  compositors,  metal 
workers,  pattern  makers,  cabinetmakers,  and  electricians 
would  fall  in  this  class  of  jobs. 

Workers  in  such  jobs  are  generally  already  skilled  when 
hired;  they  are  jealous  of  their  skill  and  not  readily 
agreeable  to  the  management’s  attempts  to  teach  them 
better  working  methods.  To  train  its  own  skilled  work¬ 
ers  would  make  it  necessary  for  the  management  to  main¬ 
tain  expensive  training  courses  covering  several  months 
and  perhaps  several  years.  These  facts  have  generally 
deterred  managers  from  attempting  to  improve  the  work¬ 
ing  methods  of  the  more  skilled  workers.  However,  no 
manager  is  justified  in  concluding  that  his  specially 
skilled  workers  a.re  all  doing  their  work  in  the  best  pos¬ 
sible  way.  Betterments  are  doubtless  possible  with  these 
workers,  even  if  the  problem  of  discovering  and  introduc¬ 
ing  them  is  a  hard  one. 

This  class  that  we  are  now  considering  also  includes 
expert  office  workers,  such  as  accountants,  skilled  clerks, 
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correspondents,  secretaries,  etc.  It  also  covers  all  man¬ 
agerial  jobs,  including  foremanships  and  department 
managerships.  These  persons  are,  as  a  rule,  more  amen¬ 
able  to  their  company’s  training  program  than  is  the  class 
previously  mentioned.  Inasmuch,  however,  as  the  proper 
training  of  this  group  calls  for  a  broad  line  of  studies — 
which  the  average  business  house  is  not  equipped  to  teach 
— the  manager’s  handling  of  the  training  problem  of 
these  men  should  take  the  form  of  encouraging  them  to 
seek  proper  training  elsewhere  rather  than  of  trying  to 
give  that  training  himself. 

The  Manager’s  Attitude  toward  Training.  To  summarize, 
then,  concerning  the  scope  of  the  training:  The  manager 
should  not  feel  diffident  about  his  right  to  train  men  any¬ 
where  in  his  business  where  training  is  needed.  No  mat¬ 
ter  how  expert  any  of  his  associates  is,  the  manager 
always  has  the  right  to  question  his  efficiency,  and,  where 
he  is  convinced  that  better  methods  are  possible,  to  seek 
to  induce  him  to  employ  the  better  methods. 

However,  the  manager  and  his  company  are  generally 
limited,  by  practical  considerations,  in  the  scope  of  the 
training  that  they  themselves  supply.  In  all  of  the  low¬ 
est  stratum  jobs  in  his  organization,  he  should  provide  for 
job  analysis,  the  setting  up  of  job  standards,  and  the 
actual  training  of  the  workers.  But  in  the  higher  jobs  he 
should  encourage  the  men  to  take  competent  training 
courses  on  the  outside  rather  than  to  institute  such 
courses. 

For  the  simpler  jobs  in  his  organization,  the  man¬ 
ager  should  establish  training  courses.  For  the 
more  complex  jobs,  while  he  should  encourage 
training,  he  should  depend  on  outside  training 
agencies  rather  than  attempt  to  give  formal  train¬ 
ing  himself. 

Of  course,  there  may  be  exceptional  jobs  peculiar  to  a 
particular  business  for  which  no  outside  training  is  avail¬ 
able,  and  which  must  be  handled  by  well-trained  men.  In 
such  cases,  even  tho  the  training  plan  is  necessarily 
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extensive  and  expensive,  it  must  be  supplied  by  the  man¬ 
agement. 

Formal  and  Informal  Training.  But  while  the  manager 
and  his  assistants  should,  as  a  rule,  not  attempt  to  give 
formal  training  courses  in  the  more  complex  subjects, 
they  should  be  prepared  to  do  a  lot  of  informal  teaching. 
For  example,  while  the  office  manager  should  not  teach 
stenography  and  typewriting,  yet  he  should  demand  such 
high  standards  of  work,  and  hold  out  such  hope  of 
reward,  as  will  stimulate  the  girls  to  perfect  themselves 
in  these  subjects. 

To  take  another  illustration:  A  manager  may  decide 
to  instill  into  his  working  force  a  greater  regard  for  the 
principles  of  safety.  Now,  he  may  not  himself  teach 
these  principles  of  safety  to  his  men,  but  may  employ 
expert  lecturers  from  the  outside.  What  the  manager 
does  is  to  back  the  whole  plan.  He  sets  up  safety  rules 
and  asks  his  department  heads  to  see  to  it  that  they  are 
enforced.  By  other  methods  also — as  by  shop  publicity 
and  by  contests — he  encourages  his  organization  to 
observe  these  rules. 

Another  case  of  informal  training  is  where  the  general 
manager  of  a  growing  business  publishes  the  fact  that 
there  are  better  jobs  ahead  for  those  who  will  train  them¬ 
selves  to  handle  them.  He  talks  with  the  young  man 
who  conducts  the  employment  interviews,  and  suggests 
that  he  train  himself  in  the  broader  aspects  of  personnel 
management.  He  shows  the  shipping  clerk  that  he  can 
make  himself  more  valuable  to  the  company  by  studying 
the  subject  of  traffic.  He  encourages  one  person  to  learn 
more  about  credits  and  collections;  another,  to  study  the 
subject  of  marketing;  another,  to  obtain  a  broader  grasp 
of  advertising. 

This  manager  is  not  formally  teaching  any  of  these 
subjects,  but  he  is  exerting  a  pronounced  influence  of  an 
informal  kind  in  getting  his  men  to  secure  the  training 
they  need.  At  the  same  time  he  is  causing  his  men  to 
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see  the  bigger  aspects  of  their  jobs  and  to  regard  them 
more  seriously.  By  his  attitude  of  encouragement  he  is 
stimulating  the  training  of  his  men. 

Informal  training  often  may  take  the  form  of  giv¬ 
ing  definite  suggestions  to  certain  employes  con¬ 
cerning  the  value  to  them  of  taking  up  formal 
training  outside  the  business. 

Standards  as  Incentives  to  Training.  The  establishment 
of  standards  and  their  publication  to  the  workers  tend  to 
promote  training.  If  the  worker  knows  that  a  certain 
standard  of  performance  is  required  of  him,  if  he  realizes 
that  the  management  is  watching  to  see  how  well  he 
meets  this  standard,  and  if,  moreover,  he  is  reminded  of 
the  fact  that  his  fellow  workers  and  the  public  also  know 
what  is  expected  of  him,  he  will  be  trebly  induced  to  train 
to  meet  the  requirements. 

This  is  exemplified  in  the  record  of  the  Hotels  Statler 
Company.  This  company  set  up  a  code  of  rules  describ¬ 
ing  what  the  guests  of  the  Statler  hotels  could  expect  in 
the  way  of  service.  It  next  proceeded  to  give  these  rules 
wide  publicity.  It  ran,  in  the  national  magazines,  adver¬ 
tisements  addressed  to  its  own  employes,  and  stating  the 
standards  of  service  that  the  public  could  look  for.  It 
displayed  enlarged  copies  of  these  advertisements  in  the 
lobbies  of  its  hotels,  and  also  posted  the  rules  in  every 
bedroom.  As  a  result,  every  Statler  employe  was  con¬ 
stantly  reminded  of  the  standards  demanded  of  him.  It 
has  even  happened  that  guests  have  called  employes’ 
attention  to  certain  rules  that  they  appeared  to  be  over¬ 
looking. 

The  setting  up  of  definite  standards  of  work  and 
the  featuring  of  these  standards  in  some  effective 
way  influence  the  workers  to  train  themselves  to 
meet  these  standards. 

Rewarding  Training.  The  executive  must  realize  that, 
in  order  that  the  desire  and  tendency  to  train  may 
flourish  in  his  organization,  proper  rewards  should  be 
held  out  to  those  who  are  to  take  the  training.  For  if  the 
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workers  see  no  advantage  that  appeals  to  them  in  the 
training,  they  will  not  readily  undergo  the  effort  and 
inconvenience  necessary  in  learning  the  newer,  better 
ways. 

Now,  the  most  nearly  universal  incentive  to  training  is 
the  reward  of  better  pay.  Most  workers  can  be  induced 
to  train  if  they  can  increase  their  income  thereby.  So  one 
effective  way  of  rewarding  training  is  to  grade  the  jobs 
in  the  plant,  the  higher,  more  complex  jobs  earning  better 
salaries  than  the  simpler  jobs. 

Another  way  of  rewarding  training  is  to  put  the  work, 
where  possible,  on  a  piece  or  bonus  basis  of  payment. 
Here,  everything  else  being  equal,  the  better-trained  man, 
or  the  one  trained  in  the  better  methods,  will  earn  more 
than  the  poorly  trained  or  the  one  using  wrong  work 
methods.  In  this  way  also  the  worker  will  look  on  train¬ 
ing  as  having  a  decided  money  value  to  him. 

Another  method  of  rewarding  training  is  thru  increas¬ 
ing  the  learner’s  reputation.  Human  beings  like  to  be 
highly  regarded.  They  like  to  rise  to  the  higher,  more 
important  positions;  they  like  to  be  admitted  to  exclusive 
ranks  or  groups.  They  like  to  be  singled  out  for  special 
reward  or  praise.  The  prospect  of  receiving  these  honors 
is  an  incentive  to  men  to  train  in  order  to  make  them¬ 
selves  worthy  to  receive  them. 

For  example,  one  paint  company  whose  salesmen  visit 
retail  dealers  has  long  realized  that  there  is  also  consid¬ 
erable  industrial  paint  business  (paint  sold  in  quanti¬ 
ties  to  factories)  to  be  had  scattered  about  the  salesmen’s 
territories,  and  it  has  sought  to  have  men  who  sell  to 
dealers  also  solicit  the  factories.  But  the  industrial  field 
requires  a  somewhat  different  sales  knowledge  and  tech¬ 
nique  from  that  necessary  in  the  dealer  field,  and  sales¬ 
men  have  been  slow  to  train  themselves  in  the  new 
subject.  The  company,  therefore,  has  instituted  some 
attractive  contests  among  its  salesmen.  To  win  in  these 
contests,  the  salesman  has  to  work  his  territory  pretty 
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carefully  for  business;  in  other  words,  he  has  to  go  after 
the  factory  trade.  This  appeal  to  his  pride  causes  him  to 
train  himself  to  become  a  better  salesman  so  that  he 
can  get  more  business  out  of  his  territory. 

Appealing  to  the  Creative  Instinct.  Another  appeal  that, 
with  some  men,  is  a  powerful  inducement  to  training  is 
the  appeal  to  the  constructive  instinct,  the  desire  to  solve 
puzzles,  to  create  things,  to  master  difficulties.  The  vast 
majority  of  businesses  have  a  number  of  unsolved  prob¬ 
lems  which  ought  to  be  solved  sooner  or  later. 

For  example,  there  is  the  cost  problem.  It  is  likely 
that  somewhere  in  the  business  the  costs  are  too  high. 
There  may  be  considerable  aggregate  leakages.  Many 
men  find  it  fascinating  work  to  discover  these  leakages, 
and  to  devise  methods  which  will  afford  substantial  sav¬ 
ings  to  the  company. 

Again,  the  product  may  need  betterment,  or  a  change 
may  be  needed  in  its  raw  material.  One  concern  had 
built  up  a  good  business  in  a  product  the  raw  material 
of  which  was  a  waste  by-product  of  another  company.  It 
was  known,  however,  that  the  company  producing  the 
waste  product  was  experimenting  to  find  some  better  use 
for  it;  if  they  succeeded,  the  other  concern  would  prob¬ 
ably  have  to  go  out  of  business  for  want  of  material.  One 
of  the  owners  of  this  concern,  therefore,  set  about  to  dis¬ 
cover  a  substitute  material.  The  task  took  him  into 
chemistry,  where  he  attained  considerable  proficiency. 
At  length  he  discovered  a  satisfactory  substitute,  and 
none  too  soon,  for  a  little  later  the  other  company  had 
found  a  use  for  its  waste  product. 

The  executive,  in  planning  a  training  program  for 
his  business,  should  so  arrange  matters  that  satis¬ 
factory  rewards  will  be  held  out  for  training. 

That  is  the  general  principle  which  underlies  the 
acceptance  by  the  men  of  training  plans  and  suggestions ; 
and  the  rewards  also  cause  the  men  to  carry  out  the 
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training  program  more  effectively,  whatever  plan  is  em¬ 
ployed. 

Developing  Trainers.  In  the  light  of  what  has  already 
been  said  on  the  subject  of  training,  it  will  readily  be 
seen  that  training,  in  its  broadest  sense,  is  a  logical  func¬ 
tion  of  management.  It  is  the  manager’s  job,  among 
other  duties,  to  hold  up  before  his  workers  certain  stand¬ 
ards  of  performance,  to  see  to  it  that  the  workers  are 
properly  trained  to  meet  these  standards,  and  to  super¬ 
vise  their  work  in  order  to  make  sure  that  it  is  in  accord¬ 
ance  with  the  standards.  Thus  every  manager  in  the 
organization,  from  the  greatest  to  the  least,  is  a  trainer 
in  the  broad  sense  of  the  term. 

However,  to  give  satisfactory  training  may  require 
considerable  time;  hence  it  often  pays  the  manager, 
instead  of  devoting  his  own  time  to  the  work,  to  delegate 
the  function  to  special  trainers.  These  trainers  should 
be  chosen  and  developed,  with  the  realization  that  their 
work  is  highly  important.  They  should  possess  the  fol¬ 
lowing  qualifications: 

First,  they  should  be  able  to  perform  the  work  that 
they  are  to  teach  others  to  do.  And  their  own  perform¬ 
ance  should  be  high.  If  a  man  who  did  not  thoroly 
understand  how  to  run  a  turret  lathe  should  be  delegated 
to  teach  a  novice  how  to  run  that  lathe,  not  only  would 
he  be  likely  to  fail  in  his  teaching,  but  he  would  probably 
spoil  a  lot  of  materials  and  tools,  and  perhaps  injure  the 
lathe. 

Second,  they  should  understand  and  be  loyal  to  the 
interests  and  ideals  of  the  company.  They  should 
impress  on  the  learner  the  necessity  of  his  keeping  cer¬ 
tain  ideals  ever  in  mind.  He  should  not  waste  mate¬ 
rial  or  power.  He  should  be  careful  of  the  equipment. 
He  should  not  be  careless  and  expose  himself  to  dan¬ 
ger.  He  should  not  try  to  slip  unsatisfactory  work  thru. 
He  should  not  “soldier”  on  the  job. 
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Third,  the  trainers  should  have  both  the  ability  and 
the  willingness  to  teach  others.  The  self-centered  person 
who  cannot  readily  put  himself  in  the  learner’s  place,  or 
the  irritable  man  who  loses  patience  with  the  learner’s 
slowness,  will  not  make  a  good  trainer. 

The  importance  of  having  the  training  plan  effec¬ 
tively  handled  serves  to  make  the  matter  of  find¬ 
ing  and  developing  trainers  one  of  the  major  prob¬ 
lems  of  management. 

SOME  RULES  OF  TRAINING 

Following  are  a  number  of  suggestions  that  will  prove 
helpful  in  making  the  training  more  effective. 

Put  the  Learner  in  an  Agreeable  Frame  of  Mind.  A  new¬ 
comer  in  an  organization,  especially  if  he  is  young  and 
rather  inexperienced,  suffers  at  first  from  the  newness,  the 
strangeness,  and  the  complexity  of  the  new  environment. 
His  feeling  is  often  a  disguised  form  of  fear.  The  work 
at  first  is  likely  to  seem  altogether  too  complex  for  him, 
and  he  will  probably  worry  about  his  ability  to  make 
good  at  it. 

Now,  this  feeling  of  fear  is  undesirable,  inasmuch  as  it 
is  distracting  his  mind  from  its  real  function,  which  is  to 
adapt  itself  as  quickly  as  possible  to  the  needs  of  the 
particular  job. 

At  this  point  the  friendliness  of  the  trainer  can  be  of 
great  help.  The  trainer  can  do  much  to  put  the  new¬ 
comer  at  ease,  to  dispel  the  unpleasant  feeling,  and  to 
make  the  new  man  more  enthusiastic  about  the  work 
ahead  of  him. 

It  is  likely,  also,  that  the  newcomer  on  a  job  will  at 
first  find  that  job  more  fatiguing  than  the  steady  workers 
find  it,  or  than  the  new  worker  will  find  it  later  when 
he  gets  used  to  it.  The  trainer  should  take  cognizance 
of  this,  and  should  avoid  making  the  work  seem  too 
fatiguing  at  first. 

Since  the  learner  on  a  job  is  likely  to  feel  timid 
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and  worried  in  the  presence  of  the  strange  and 
partly  baffling  work  problem  that  faces  him,  and 
since  these  feelings  retard  the  learning  function, 
the  trainer  should  seek,  by  his  friendly,  helpful 
attitude,  to  put  the  learner  at  ease  and  increase 
his  liking  for  the  work. 

Sell  the  Learner  on  the  Dignity  of  the  Job.  The  job  for 

which  the  newcomer  is  being  trained  may  seem  to  him  or 
her  a  rather  humdrum  affair.  For  example,  it  may  be  a 
minor  clerical  job  in  an  office,  and  may  consist  of  stamp¬ 
ing  and  making  certain  notations  on  cards.  What  the 
learner  should  be  made  to  realize  is  that  this  minor  job 
is  an  essential  part  of  a  big,  important  operation;  that, 
for  example,  a  job  connected  with  the  dispatching  of  a 
customer’s  order  thru  the  plant  is  highly  important  be¬ 
cause  it  is  an  essential  part  of  one  of  the  most  significant 
functions  the  company  performs. 

In  other  words,  explain  to  the  newcomer  the  cause 
behind,  not  only  his  particular  job,  but  also  the  company 
and  its  work  as  a  whole. 

A  learner  will  tend  to  master  a  job  more  efficiently 
if  he  realizes  its  true  importance  or  sees  that  it  is 
an  essential  part  of  a  highly  important  function. 

Teach  Only  the  Essentials.  As  we  have  already  pointed 
out  elsewhere,  people  often  mistake  the  essentials  of  jobs. 
They  may  think  that  a  certain  job  consists  of  putting  in 
so  many  hours  of  time,  or  going  thru  a  set  of  motions,  or 
putting  up  a  certain  appearance.  For  example,  a  person 
given  a  job  at  a  company’s  information  desk  may  think 
that  his  job  consists  of  sitting  at  that  desk  for  a  certain 
number  of  hours  each  day;  he  may  largely  overlook  the 
fact  that  his  true  function  is  to  render  a  high  service  of  an 
informative  character  to  both  visitors  and  members  of 
the  organization.  Or  a  young  city  salesman  of  a  jobbing 
house  may  attempt  merely  to  build  up  volume  of  sales, 
forgetful  that  his  true  function  is  to  render  a  service  to 
his  dealer  customers. 
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The  learner  should  be  made  to  recognize  the  essen¬ 
tial  purposes  and  factors  of  the  job,  as  contrasted 
with  the  nonessential  and  accidental  phases  of  it. 

Teach  All  the  Essentials.  Even  the  simplest  jobs  are 
more  or  less  complex.  A  person  feeding  material  into  a 
machine  has  several  things  to  keep  in  mind — the  quality 
of  material,  its  position  in  the  machine,  the  proper  run¬ 
ning  of  the  machine,  the  character  of  the  stamping  or 
cutting  tool.  A  lathe  hand  should  know  that  speeding  up 
the  work  tends  to  heat  the  cutting  tool,  and  that,  if  it  is 
composed  of  carbon  steel,  it  will  lose  its  temper  if  it  gets 
too  hot.  He  should  know  about  the  use  of  cutting  com¬ 
pound  to  reduce  the  heat;  also  about  the  possibility  of 
substituting  high-speed  steel  tools.  In  some  jobs,  cau¬ 
tion  is  a  prime  essential.  The  grinder  of  castings  who 
neglects  to  wear  his  goggles  may  lose  his  eyesight.  Sin¬ 
cerity  is  a  big  essential  in  many  selling  jobs.  There  are 
instances  of  salesmen  who,  going  over  a  territory  for  the 
first  time,  have  secured  a  big  volume  of  orders,  but  have 
failed  miserably  on  subsequent  trips  because  they  mis¬ 
represented  and  oversold  on  their  first  trip. 

The  learner  should  be  taught  all  the  essentials  of 
a  job  before  his  training  can  be  said  to  be  com¬ 
plete. 

Teach  Only  One  Essential  at  a  Time.  In  that  part  of 
Executive  Manual  13  which  dealt  with  habit  formation, 
it  was  pointed  out  that,  in  learning  a  new  habit,  one 
should  analyze  it  into  its  simpler  parts  and  seek  to  mas¬ 
ter  each  part  separately.  This  and  the  other  rules  of 
habit  formation  apply  at  this  point,  and  we  recommend 
your  reviewing  them  in  connection  with  the  subject  of 
training. 

Connect  the  Subject  to  Be  Learned  with  Knowledge  Al¬ 
ready  Acquired  by  the  Learner.  As  an  example  of  this, 
suppose  an  advertising  manager  is  breaking  in  a  new 
assistant  to  handle  the  printing  orders  that  go  thru  the 
department. 
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If  the  new  man  has  already  had  experience  in  buying 
printing,  or  if  he  has  ever  worked  in  a  printing  office,  the 
knowledge  already  acquired  will  greatly  reduce  the 
“learning  difficulties”  of  his  new  job. 

On  the  other  hand,  if  he  knows  nothing  of  printing,  he 
will  have  no  “related  knowledge”  on  which  to  build  his 
training  in  handling  this  particular  firm’s  printing,  and  it 
will  take  him  much  longer  to  learn  his  job. 

The  advertising  manager  will,  if  he  is  a  skillful  teacher, 
then  try  to  find  some  other  point  covered  by  the  new 
man’s  experience  or  knowledge  related  to  the  new  job 
upon  which  to  start  to  build  his  education.  For  example, 
he  may  have  had  experience  as  a  buyer  of  some  line  of 
merchandise,  in  which  case  the  advertising  manager 
would  use  the  principles  of  buying  as  the  starting  point 
for  developing  the  new  man,  because  he  then  would  be 
utilizing  “the  knowledge  already  acquired  by  the  learner.” 

The  same  principle  would,  of  course,  apply  in  teaching 
a  whole  class  of  students. 

The  learner  who  already  has  a  fund  of  knowledge 
related  to  the  subject  he  is  learning  will  learn  that 
subject  faster  than  will  he  who  has  no  such  related 
knowledge. 

Teach  by  Suggestion.  In  Executive  Manual  12,  the  fact 
was  brought  out  that  suggestion  is  a  powerful  factor  in 
influencing  the  beliefs,  feelings,  and  actions  of  men.  It 
therefore  can  be  applied  with  advantage  to  training.  To 
illustrate,  the  manager  who  desires  his  workers  to  do 
things  a  certain  way,  to  observe  certain  conditions,  to 
meet  certain  standards,  may  use  suggestion  to  bring  these 
desirable  aims  to  the  attention  of  his  workers,  or  to  im¬ 
press  on  them  that  it  will  be  to  their  interest  to  attain 
them.  If  he  finds  that  there  is  a  better  way  to  perform 
a  certain  job  than  his  workers  are  using,  and  if  he  knows 
that  his  workers  are  set  in  their  ways  and  are  slow  to 
accept  didactic  teaching,  the  manager  may  quietly  train 
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one  worker  in  the  better  method  and  then  place  him 
where  the  others  can  see  him  at  work. 

If  this  method  is  the  better,  the  others  will  see  that 
he  is  turning  out  more  work  and  receiving  higher  pay. 
Thus  they  will  get  the  suggestion  that  the  new  method  is 
better  than  the  old,  and  that  they,  too,  should  use  it. 

There  are  several  ways  in  which  suggestion  can  be  used 
to  promote  training.  We  recommend  that  you  turn  to 
Executive  Manual  12  and  briefly  review  the  subject  of 
suggestion  in  connection  with  the  present  assignment. 

Before  we  leave  the  subject  of  training,  we  shall  do 
well  to  consider  the  principal  organized  forms  that  train¬ 
ing  takes — the  types  of  training  institutions  already  in 
existence  and  ready  to  aid  the  executive  in  his  training 
problem;  also  the  different  forms  of  training  that  have 
proved  satisfactory  within  business  concerns.  In  Part  III 
we  shall  briefly  survey  these  several  types  of  training. 


TRAINING  MEN 
Part  III 

Successful  Training  Programs 
RAINING  in  business,  which  is  a  form  of  educa¬ 


tion  in  general,  is  too  big  a  problem  to  be  mas¬ 


tered  by  one  business  man  or  one  company  alone. 
Rather,  it  is  a  problem  for  society.  To  begin  with,  when 
an  employer  hires  a  worker,  he  expects  to  find  that  that 
worker  has  already  received  training  elsewhere — in  pub¬ 
lic  schools  and  possibly  in  colleges,  technical  schools,  or 
by  home-study  courses,  and  from  experience  in  other 
jobs.  It  will  therefore  behoove  the  executive  to  know 
about  these  training  agencies  outside  his  own  business, 
in  order  that  he  may  take  advantage  of  the  help  they  can 
offer  him. 

In  the  second  place,  he  may  find  it  desirable  to  do 
definite  training  within  his  organization.  If  so,  it  will 
pay  him  to  know  what  training  methods  other  business 
concerns  have  found  successful.  We  shall  here  briefly 
cover  these  two  matters. 

Foresight  Needed  in  Training.  The  executive  who  wants 
to  get  the  best  results  from  training  his  men  should  plan 
his  training  wTork  beforehand. 

If  no  training  were  offered  the  worker  until  he  came  on 
the  job,  and  if  no  previous  preparation  were  made  for 
such  training,  very  little  progress  could  be  made.  In 
order  to  teach  men  better  methods,  teachers  are  neces¬ 
sary  who  know  those  better  methods.  And  in  order  that 
workers  shall  learn  these  better  methods  quickly  and 
thoroly,  it  is  necessary  that  these  workers  shall  have  had 
already  some  background  of  related  knowledge  and 
training. 

In  short,  the  manager  of  men  will  find  that  it  will 
profit  him  to  get  the  help  of  others  in  training  his 
workers. 
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He  will  rely  on  public  schools,  business  colleges,  and 
other  training  institutions  to  give  his  workers  certain 
fundamentals  of  knowledge  and  training;  and  where  he 
finds  it  necessary  to  train  them  still  further  himself,  he 
will  probably  use  some  training  method  which  other 
business  men  have  used  and  found  successful. 

The  Help  of  Outside  Training  Institutions.  Public 

schools,  business  colleges,  correspondence  schools,  trade 
schools,  Y.M.C.A.  classes,  colleges,  schools  of  commerce 
and  engineering,  and  other  professional  schools,  all  may 
contribute  more  or  less  to  the  worker’s  fund  of  knowl¬ 
edge  and  skill  before  he  goes  to  work  as  a  breadwinner. 
The  executive  will  do  well  to  become  interested  in  this 
preliminary  training  which  his  workers  receive.  Such  as 
it  is,  whether  meager  or  thoro,  it  contributes  to  success, 
because  it  has  advanced  the  worker  more  or  less  in  his 
training.  Without  these  outside  training  helps,  the 
executive  would  have  a  much  harder  task  in  bringing  his 
workers  up  to  the  desired  standard. 

The  executive,  then,  should  study  all  outside 
schools  and  training  courses  that  relate  to  his  busi¬ 
ness,  should  know  what  institutions  give  satisfac¬ 
tory  training,  should  look  to  these  institutions  for 
new  workers,  and  should  encourage  members  of  his 
organization  to  take,  where  necessary,  further 
training  with  these  institutions. 

Where  such  training  is  to  be  had,  and  where  his  busi¬ 
ness  can  profit  by  it,  it  is  clearly  preferable  that  he  make 
use  of  this  outside  training,  at  little  or  no  expense  to  his 
company,  rather  than  go  to  the  cost  of  giving  this  train¬ 
ing  within  his  own  plant.  For  example,  with  many  good 
schools  of  stenography  and  typewriting  in  existence  on 
the  outside,  it  would  not  be  wise  as  a  rule  for  the  execu¬ 
tive  to  establish  such  a  school  within  his  own  plant  in 
order  to  develop  his  typists  and  stenographers. 

The  Part-Time  School.  Some  business  men  have  not 
been  entirely  satisfied  with  the  training  given  in  our 
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public  schools  and  in  some  other  of  the  outside  training 
agencies.  They  complain  that  the  training  has  not  been 
closely  enough  related  to  the  job  at  which  the  student 
will  later  work  in  the  world  of  industry  or  of  commerce. 

It  is  in  order  to  tie  up  more  closely  the  student’s 
school  training  with  the  work  that  he  will  later  do  in  life, 
that  the  part-time  or  co-operative  school  idea  has  come 
into  existence ;  and  it  has  met  with  considerable  favor. 

The  part-time  or  co-operative  idea  is  this:  that  the 
student  shall  spend  part  of  his  time  in  school,  studying 
subjects  more  or  less  intimately  related  to  his  job  in  life 
or  to  the  field  of  business  in  which  he  expects  to  work; 
and  that  he  shall  spend  the  rest  of  his  time  on  the  actual 
job  in  the  shop,  office,  or  salesroom,  so  that  he  may  apply 
what  he  learns  as  he  learns. 

One  part-time  school  method,  which  seems  to  be  prov¬ 
ing  unusually  successful,  is  shown  in  the  following 
practice : 

A  business  college  that  teaches  typewriting  and  stenog¬ 
raphy  makes  an  arrangement  with  a  business  office 
whereby  the  college  supplies  the  business  office  with  two 
girls,  who  together  are  to  hold  down  one  job,  one  girl 
working  at  it  one  week  and  the  other  girl  the  next  week. 
During  the  week  that  one  girl  is  at  work  at  the  office,  the 
other  girl  is  studying  at  the  school.  The  next  week  they 
change  places.  The  office  pays  the  regular  salary  for  the 
job,  which  is  divided  evenly  between  the  two  girls.  It 
will  be  noticed  that  each  girl  has  a  week  at  regular  office 
work,  followed  by  a  week  in  school,  and  so  on  during  the 
course.  Thus  her  schooling,  coming  into  close  contact 
with  actual  business,  is  made  more  practical  and  thoro. 

Alternate  weeks  (or  days  or  half  days)  of  work 
and  schooling  is  a  plan  of  training  that  gives  the 
opportunity  for  immediate  application  of  what  is 
learned  at  school. 

Business  men  are  finding  the  part-time  method  of 
training  successful.  The  student  workers  under  this  plan 
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seem  to  develop  into  more  efficient  workers  than  do  those 
not  trained  by  this  method.  Therefore  the  part-time 
method  promises  to  come  into  much  wider  use. 

One  form  of  the  part-time  method  is  the  night  class 
or  the  correspondence  course  that  bears  more  or  less 
directly  on  the  student’s  work.  The  clerk,  for  example, 
in  the  accounting  office,  who  is  studying  a  correspondence 
course  in  accounting,  relates  his  study  to  his  work  much 
in  the  same  way  as  do  the  two  stenographers  just  men¬ 
tioned. 

Such  training  is  supplied  from  sources  outside  the  com¬ 
pany.  The  company’s  proper  attitude  toward  such 
training  should  be  that  of  sympathy,  a  desire  to  co¬ 
operate,  and  a  willingness  to  take  advantage  of  it. 

TRAINING  SUPPLIED  BY  THE  BUSINESS 

Many  companies  have  found  that  it  is  not  enough  for 
them  to  rely  on  outside  training  alone  for  their  workers. 
They  must  themselves  also  establish  definite  courses  in 
order  to  give  their  workers  specific  training  which  they 
need,  but  which  no  outside  agencies  can  supply.  We 
shall  now  briefly  glance  at  the  different  types  of  “inside” 
training. 

Vestibule  Schools.  The  shortest  type  of  training  courses 
given  by  companies  to  their  employes  is  commonly  called 
“vestibule”  courses.  These  courses  are  usually  covered 
in  from  three  days  to  ten  days.  They  usually  have  to  do 
with  teaching  only  one  operation,  such  as  running  a  cer¬ 
tain  machine. 

The  vestibule  school  is  valuable  where  there  is  need 
to  train  unskilled  workers  quickly,  each  to  handle 
one  rather  simple  job. 

An  unskilled  worker,  for  example,  can  be  taught  in  a 
very  short  time  to  run  a  punch  press  or  other  machine  re¬ 
quiring  but  a  few  simple  motions  to  handle.  A  more 
complex  job,  however,  such  as  handling  an  engine  lathe, 
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is  much  harder  to  master,  and  so  could  not  be  handled 
properly  in  a  vestibule  school. 

Apprenticeship  Schools.  The  vestibule  training  is  sim¬ 
ple  (teaching  one  operation)  and  short  (covering  only  a 
few  days).  At  the  other  extreme  is  the  apprenticeship 
course.  The  company  enters  into  a  contract  with  the 
boy  or  young  man,  agreeing  to  give  him  special  training 
plus  wages  over  a  period  of  years,  the  period  usually  be¬ 
ing  from  two  to  five  years.  Apprentice  training  of  this 
kind,  given  by  the  company,  is  very  thoro.  It  turns  out 
a  skilled,  able  worker. 

Companies  which  find  that  highly  skilled  workers 
of  the  kind  they  need  are  scarce,  may  do  well  to 
institute  apprenticeship  training. 

General  Training  Courses.  Between  the  short  vestibule 
course  and  the  long  apprenticeship  course  lies  the  general 
training  course,  which  may  be  anywhere  from  a  few  weeks 
to  several  months  in  length. 

The  general  training  course  is  probably  the  most 
popular  form  of  company  training,  largely  because 
this  sort  of  course  can  be  made  as  long  or  as  short 
as  desired,  and  can  be  made  to  cover  any  subjects. 

Many  and  varied  kinds  of  businesses  have  found  the 
general  training  courses  valuable.  The  Western  Electric 
Company  offers  a  wide  range  of  such  courses  to  its  em¬ 
ployes.  The  F.  W.  Woolworth  Company  has  a  course 
that  trains  promising  young  men  as  store  managers. 
Marshall  Field  &  Co.  gives  its  employes  a  substantial 
course  in  retail  selling.  The  J.  Walter  Thompson  Com¬ 
pany  advertising  agency,  has  a  course  for  its  members, 
the  purpose  of  which  is  to  develop  executives  and  cre¬ 
ative  workers  in  advertising.  And  there  are  many  similar 
cases. 

Schools  established  by  companies  for  the  better  train¬ 
ing  of  their  members  in  the  specific  work  they  have  to  do 
are  known  as  “corporation  schools.”  A  considerable 
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number  of  these  schools  are  established  and  working.  A 
large  amount  of  information  about  them  has  been  pub¬ 
lished.  The  executive  interested  in  better  training  for 
his  workers  will  do  well  to  become  better  acquainted  with 
these  schools. 

Training  on  the  Job.  In  addition  to  these  formal 
courses  just  described,  there  is  everywhere  a  need  that 
workers  be  trained  right  on  the  job.  The  executives 
should  recognize  this  need  and  provide  for  it.  Some  com¬ 
panies  have  special  instructors  whose  duty  it  is  to  go  from 
job  to  job  and  show  each  worker  how  best  to  handle  his 
work. 

As  a  rule,  however,  the  task  of  instructing  the 
worker  on  the  job  should  be  left  to  the  foreman  or 
the  department  head,  who  either  teaches  the 
worker  personally  or  delegates  a  specially  skilled 
employe  to  teach  him. 

In  other  words,  the  foreman  or  department  head 
should  have,  as  one  of  his  important  functions,  that  of 
training  the  workers  under  him  to  handle  their  jobs  in 
the  best  possible  way.  This  does  not  mean  that  he 
should  necessarily  be  personally  expert  in  performing 
every  operation  in  his  department.  It  does  mean,  how¬ 
ever,  that  he  should  understand  how  the  different  jobs 
should  be  done,  and  should  be  able  to  give  or  to  procure 
instruction  for  his  workers  in  the  better  methods. 

A  company  cannot  expect  to  have  well-trained 
workers  unless  it  has  well-trained  leaders. 

A  stream  cannot  rise  higher  than  its  source.  The  ex¬ 
ecutive  who  would  bring  up  the  efficiency  of  the  rank  and 
file  of  his  organization  must  first  see  to  it  that  his  own 
efficiency,  then  the  efficiency  of  his  department  heads, 
and  finally  the  efficiency  of  his  foremen  and  foreladies 
are  established. 

The  Profit  That  Comes  from  Training.  In  conclusion, 
perhaps  the  most  valuable  thought  that  this  executive 
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manual  contains  is  that  there  are  wonderful  possibilities 
for  increasing  profits  by  providing  the  right  kind  of 
training  of  employes. 

The  business  man  who  thinks  that  he  should  not  con¬ 
cern  himself  with  the  training  of  himself  and  of  many 
other  members  of  his  organization  is  turning  away  from 
an  activity  that  possesses  great  possibilities  of  betterment 
both  for  himself  and  for  his  company. 

There  are  mighty  resources  in  human  minds,  and 
training  is  the  one  way  by  which  these  resources 
are  made  available  to  a  business. 

The  executive  who  comes  to  a  thoro  realization  of  that 
fact  will  find  numerous  opportunities,  heretofore  neg¬ 
lected,  to  put  training  into  practice. 

The  problem  of  keeping  workers  in  a  state  of  both 
physical  and  mental  health  and  vigor  is  also  important. 
Health  of  mind  and  body  supports  the  morale  of  workers 
that  is  so  necessary  to  the  continued  efficiency  of  a  work¬ 
ing  force.  Executive  Manual  68  will  cover  this  problem 
of  keeping  an  organization  physically  and  mentally  fit. 
Executive  Problem  67  will  supply  experience  in  handling 
the  problem  of  training  men — a  problem  that  is  being 
given  more  and  more  serious  attention  by  executives  in 
every  line  of  business. 


CHECK-UP  ON  PRINCIPLES 

Use  the  following  check-up  to  get  the  principles  of  this  manual 
firmly  fixed  in  mind.  This  will  help  you  to  handle  the  problem 
which  follows.  This  check-up  is  entirely  for  your  own  personal 
use,  so  you  need  not  send  it  in  to  the  University. 


1.  Carson  and  Mead  are  two  members  of  the  Zenith  Company’s 
selling  force.  Carson  is  making  a  brilliant  individual  selling  record. 
For  two  years  he  has  led  the  force  in  volume  of  sales.  He  is  proud 
of  his  record,  but  he  feels  that  his  methods  are  peculiarly  his  own. 
Mead,  while  successful,  has  made  a  much  less  brilliant  record  than 
Carson.  But  Mead  has  taken  several  new  salesmen  in  hand  and 
shown  them  how  to  get  business.  The  position  of  sales  manager  in 
this  company  will  soon  be  vacant.  Of  the  two  men,  check  the  one 
whom  you  believe  to  be  the  better  qualified  for  the  position. 

□  Carson  □  Mead 


2.  A  restaurant  manager  is  considering  the  introduction  of  a 
training  program  for  his  employes.  Check  those  jobs  which  he  will 
do  well  to  begin  on  first. 

□  Cooks.  □  Dishwashers.  []]  Waiters. 

□  Porter.  □  Buyer.  □  Cashier. 


3.  An  office  manager  has  just  hired  a  new  girl  to  work  in  the 
filing  department.  The  filing  department  is  small  and  he  himself 
has  the  responsibility  of  training  new  file  clerks  in  their  duties. 
Which  should  be  his  first  step  in  the  training  program  in  this  in¬ 
stance? 

□  Show  the  girl  the  filing  equipment  and  explain  to  her  how 
to  locate  letters  in  the  file  and  how  to  file  new  material. 

□  Explain  the  reason  why  the  letters  have  to  be  filed  cor¬ 
rectly  and  located  quickly. 
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4.  A  motor-bus  company  has  painted  slogans  on  the 
sides  of  its  busses,  such  as  “Polite  Transportation,”  and 
“Service  with  a  Smile.”  Are  these  slogans  intended 
mainly  as  bids  for  increased  patronage? 

Check 

Yes 

No 

5.  A  department  store  is  arranging  to  employ  a  num¬ 
ber  of  extra  clerks  to  handle  the  “Christmas  rush.” 
Will  a  vestibule  school  be  a  practical  aid  in  training 
these  new  workers  for  their  jobs? 

6.  Mr.  Erskine,  the  purchasing  agent  of  the  Murphy 
Manufacturing  Company,  has  just  hired  a  young  man, 
Carl  Felton,  to  become  his  assistant.  You  have  already 
studied  the  purchasing  problems  of  the  Murphy  Manu¬ 
facturing  Company  in  Executive  Problem  36.  Young 
Felton  formerly  worked  in  the  stores  department  of  the 
Standard  Furnace  Company. 

If  you  were  Mr.  Erskine,  training  Felton  for  this  new 
job,  can  you  imagine  specifically  how  you  would  apply 
the  following  rules? 

(a)  Put  the  learner  in  an  agreeable  frame  of  mind. 

(b)  Sell  the  learner  on  the  dignity  of  the  job. 

(c)  Teach  only  the  essentials. 

(d)  Teach  all  the  essentials. 

(e)  Teach  only  one  essential  at  a  time. 

(f)  Connect  the  subject  to  be  learned  with  knowledge 
already  acquired  by  the  learner. 

(g)  Teach  by  suggestion. 

7.  Of  how  many  types  of  training  programs  do  you  have  personal 
knowledge  (that  is,  know  of  cases  where  they  are  being  or  have 
been  followed)  ?  Check. 

□  Outside  training  institution.  □  Part-time  school. 

□  Vestibule  school.  □  Apprenticeship  school. 

□  General  training  courses  in  □  Training  on  the  job. 

business. 


Executive  Problem  67 


GET  THE  JOB  DONE  RIGHT 
Working  Out  an  Effective  Training  Program 


Under  the  LaSalle  Problem  Method 


OU’VE  got  a  great  idea.  It  ought  to  be 


a  winner.  If  you  could  do  the  whole 
job  yourself,  there  wouldn’t  be  a  question  about 
its  success.  But  can  you  get  others  to  carry  out 
this  idea  as  you  would  carry  it  out?” 

The  banker  who  made  this  remark  had  seen 
many  a  business  man  baffled  by  this  problem  of 
getting  others  to  “do  the  job  right.”  He  had 
learned  from  long  experience  the  important  part 
that  adequate  training  of  employes  plays  in  the 
successful  operation  of  a  business 
Your  own  success  as  a  manager  of  men  will  de¬ 
pend  largely  on  your  ability  to  train  them  in 
the  proper  performance  of  their  jobs. 


Prepared  by  the  Research  and  Consultation 
Staff  of  LaSalle  Extension  University  from  an 
interesting  problem  which  it  has  carefully  in¬ 
vestigated  and  analyzed. 


Two  Problems  in  Training  Workers 

We  shall  work  this  problem  along  lines  somewhat  dif¬ 
ferent  from  those  followed  in  previous  problems.  Briefly, 
we  shall  work  as  follows: 

In  the  statement  of  the  problem  in  the  following  pages, 
we  shall  study  the  problem  of  training  the  inside  mes¬ 
sengers  in  a  bank,  and  shall  devise  a  plan  for  carrying  on 
the  training. 

Then,  in  the  working  papers,  we  shall  ask  you  to  de¬ 
vise  a  proper  plan  for  training  the  retail  clerks  in  a  chain 
of  grocery  stores.  You  are  to  refer  to  the  plan  for  train¬ 
ing  the  bank  messengers  as  a  model  to  aid  you  in  plan¬ 
ning  the  grocery-clerk  training. 


Executive  Problem  67 
GET  THE  JOB  DONE  RIGHT 

(First  read  the  explanation  on  the  preceding  page) 

TRAINING  THE  MESSENGERS  IN  THE 
LELAND  NATIONAL  BANK 
Every  large  bank  employs  several  messengers.  As  a  rule, 
these  are  classified  as  inside  and  outside  messengers.  The  first 
class  is  composed  of  boys  ranging  in  age  from  about  15  to  19, 
The  second  class  is  made  up  of  older  boys  or  men,  who,  as  a 
rule,  have  been  graduated  from  the  inside  to  the  outside  mes¬ 
senger  class.  Our  problem  has  to  do  only  with  the  first  class, 
the  inside  messengers. 

First  Step  in  Our  Problem — Job  Analysis 
In  planning  a  training  course,  the  first  step  is  to  dis¬ 
cover  and  list  the  characteristics  of  the  job  or  jobs  for 
which  training  is  to  be  planned.  We  therefore  first  study 
the  tasks  of  the  bank  messenger;  in  other  words,  we 
make  a  brief  job  analysis. 

The  Tasks  of  the  Inside  Bank  Messenger.  The  main  work 
of  the  bank  messenger  is  the  carrying  of  forms,  papers, 
and  other  articles  from  place  to  place  inside  the  bank. 
Often  an  instrument  made  out  by  one  officer  must  be 
taken  to  another  officer  for  his  signature.  Regular  re¬ 
ports  made  out  in  the  several  departments  must  be  taken 
to  the  proper  authorities.  Checks  taken  in  by  the  differ¬ 
ent  tellers  must  be  regularly  collected  and  taken  to  a 
department  for  classification  and  distribution  to  the 
transit  department,  the  clearing-house  department,  and 
the  ledger-posting  department.  There  are  many  telegraph 
messages  to  be  conveyed  back  and  forth  between  the 
bank  officers  and  the  house  telegraph  dispatcher.  When 
supplies  such  as  stationery,  pens,  ink,  etc.,  run  short,  they 
must  be  fetched  from  the  supply  department. 
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House  messengers  also  collect  and  distribute  the  mail,  making 
several  regular  trips  daily  to  each  department  and  each  desk  to  de¬ 
liver  incoming  and  to  take  up  outgoing  mail. 

In  addition  to  the  important  work  of  carrying  papers  and  various 
articles  from  place  to  place,  the  messenger  also  performs  a  number 
of  miscellaneous  sendees.  He  conducts  visitors  to  the  departments 
or  the  individuals  they  are  seeking.  When  assigned  to  a  certain  de¬ 
partment,  he  waits  on  customers  visiting  that  department,  and  puts 
them  in  touch  with  the  proper  persons.  He  may  answer  the  tele¬ 
phone,  and  call  the  person  wanted  or  take  a  message  for  him  if  he 
is  absent.  Finally,  the  messenger  performs  personal  sendees — such 
as  running  errands — for  the  several  officers  and  workers  of  the  bank. 

Second  Step — Job  Standardization 

Having  discovered  what  the  job  consists  of,  we  next  have  to  de¬ 
termine  what  is  the  best  way  to  perform  the  job.  Since  bank-mes¬ 
senger  work  consists  of  a  number  of  separate  jobs,  all  similar  in 
nature,  and  since  our  space  limitations  will  not  permit  us  to  write 
down  a  detailed  standard  of  performance  for  each  job,  we  shall  list 
the  standards  that  apply  to  the  messenger  work  in  general. 

1.  Thoro  Honesty.  The  bank  messenger  should  be  made  to 
realize  that  only  an  attitude  and  habit  of  strictest  honesty  is  com¬ 
patible  with  his  work.  He  is  continually  working  amid  great  wealth. 
If  he  develops  dishonest  tendencies  and  practices,  not  only  is  he 
practically  sure  to  suffer,  but  he  defeats  the  purpose  of  the  work  as 
well. 

2.  Carefulness.  The  messenger  is  repeatedly  given  papers  of 
considerable  importance  to  carry.  He  must  be  extremely  careful  not 
to  lose  or  misplace  them,  and  to  see  that  they  are  delivered  to  the 
proper  persons. 

3.  Knowledge.  The  Leland  National  Bank  has  several  depart¬ 
ments,  the  chief  of  which  are:  commercial,  savings,  trust,  real  estate, 
bond,  new  business,  advertising  and  publicity,  credit,  transit,  clearing 
house,  bookkeeping,  auditing,  women  customers,  employment,  sup¬ 
plies,  mailing,  and  safe  deposit  vaults.  Each  messenger  should  know 
every  one  of  these  departments,  where  it  is  located,  and  who  is  in 
charge.  He  should  know  the  name  of,  and  be  able  to  recognize  per¬ 
sonally,  every  officer,  department  head,  and  assistant  department 
head,  and  every  other  person  with  whom  his  work  is  likely  to  bring 
him  in  contact. 

He  should  also  be  able  to  distinguish  between  the  papers  he  is 
carrying  so  that  he  will  be  able  to  deliver  each  paper  to  its  proper 
destination.  This  also  applies  to  his  mail  delivery  work  and  to  his 
transporting  of  the  ledgers  and  registers  to  and  from  the  vaults.  He 
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should  have  a  good  knowledge  of  the  bank  supplies.  Inasmuch  as 
he  will  have  errands  to  perform  outside  the  bank — to  the  printer, 
the  restaurant,  the  office  of  a  client  of  the  bank — he  should  have  a 
knowledge  of  the  city. 

4.  Neatness.  He  should  always  be  neat  and  clean.  Especially, 
he  should  keep  his  hands  clean.  He  should  not  thumb-print  or  other¬ 
wise  soil  the  papers  he  carries. 

5.  Promptness.  By  the  promptness  and  speed  with  which  he 
does  his  own  work,  the  messenger  facilitates  the  work  of  the  bank. 
Where  customers  are  dependent  on  his  services,  his  promptness  pro¬ 
motes  their  good  will  toward  the  bank. 

6.  Politeness.  The  messenger  boy  should  cultivate  habits  of 
politeness.  He  should  avoid  rudeness,  noisiness,  and  a  too  familiar 
attitude  toward  the  bank’s  officers  and  customers.  A  courteous  at¬ 
titude  should  be  shown  also  in  his  telephone  conversations.  In  an¬ 
swering  the  telephone,  he  should  state  clearly  and  pleasantly  the  name 
of  the  department  or  of  the  individual  whose  telephone  it  is  and 
should  show  a  desire  to  be  of  service.  Yet  he  should  not  presume 
to  put  forth  his  own  opinions  in  answering  the  inquirer.  He  should 
call  a  person  competent  to  deal  with  the  situation. 

7.  General  Good  Habits.  A  bank  is  seriously  interested  in  know¬ 
ing  how  each  of  its  workers  employs  his  leisure  time.  If  he  moves 
in  a  “fast  set,”  gambles,  and  keeps  irregular  hours,  there  is  a  strong 
likelihood  that  he  will  impair  his  usefulness  to  the  bank,  even  if  he 
does  not  get  himself  into  serious  trouble.  On  the  other  hand,  if  he 
shows  a  tendency  to  put  his  leisure  hours  to  constructive  use — sav¬ 
ing,  building  a  worth-while  acquaintance,  studying — he  is  forming 
habits  and  amassing  resources  that  will  increase  his  worth  to  the 
bank. 

8.  Ambitions.  The  boy  should  look  on  his  messenger  job,  not  as 
standing  by  itself,  but  as  the  first  step  in  his  banking  career.  He 
will  not  long  remain  a  messenger.  He  is  bound  to  move  on  to  some¬ 
thing  else.  It  is  the  desire  and  the  expressed  purpose  of  the  bank 
officers  to  have  him  move  on  and  up  into  higher  bank  positions.  All 
bank  positions  are  open  to  him,  even  the  presidency.  The  boy  with 
a  powerful  ambition,  an  urge  strong  enough  to  keep  him  ever  study¬ 
ing  and  mastering  every  phase  of  his  work,  is  bound  to  rise. 

The  messenger  boy  should  be  given  a  vision  of  the  career  on 
which  he  is  entering,  and  his  ambitions  should  be  aroused  to  make 
the  most  of  himself.  Thus  properly  stimulated,  he  will  do  his  im¬ 
mediate  work  better,  and  will  be  likely  to  study  and  improve  him¬ 
self  so  that  he  fits  himself  for  the  more  advanced  positions. 
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Third  Step— Standard-Practice  Instructions 

Having  established  the  standards  of  the  job,  we  next  have  to  put 
them  into  some  form  whereby  they  can  be  taught.  In  other  words, 
they  should  be  written  down,  typed,  or  printed.  Where  the  work  of 
a  job  is  highly  complex  and  calls  for  considerable  training,  the  in¬ 
structions  may  profitably  take  the  form  of  a  course  of  training,  of 
several  lessons.  Where  the  work  is  not  so  complex,  the  instructions 
may  properly  be  placed  within  a  single  manual  of  instruction.  Where 
the  number  of  workers  for  whom  the  manual  is  written  is  not  large, 
a  typewritten  manual  is  less  expensive  and  can  be  made  to  serve  the 
need.  Where  a  large  corps  of  workers  is  to  be  instructed,  or  where 
it  is  desirable  to  have  the  manual  in  handy  size  for  ready  reference, 
the  printed  form  is  preferable. 

For  the  purpose  of  this  bank  in  instructing  its  messengers,  a  type¬ 
written  or  multigraphed  instruction  manual  could  be  made  to  give 
satisfactory  service. 

Fourth  Step — The  Teaching  Program 

If  we  stop  our  training  with  the  issuance  of  written  or  printed 
instructions,  we  are  likely  to  fall  short  of  satisfactorily  training  the 
workers.  The  worker  must  be  actually  taught.  There  are  three  gen¬ 
eral  forms  that  this  training  may  take,  and  it  is  generally  best  to  use 
all  three  forms  in  the  training. 

Study  Requirements.  The  first  form  is  to  require  the  student  to 
study  the  instruction  manual,  or  the  lessons  in  a  special  course,  and 
to  report  or  be  examined  on  what  he  has  studied.  The  examination 
may  be  written  or  oral.  In  other  words,  it  may  take  the  form  of 
extension  or  correspondence  study,  or  of  classroom  work.  In  train¬ 
ing  these  bank  messengers,  a  combination  of  extension  and  classroom 
study  is  recommended.  That  is,  have  training  classes  for  the  boys, 
but  also  require  them  to  do  private  study  and  take  written  examina¬ 
tions. 

Lecture  Method.  The  second  form  of  training  is  the  lecture 
method.  By  this  method  the  boys  meet  and  listen  to  a  speaker  on 
some  subject  connected  with  their  training.  For  example,  at  one 
time  the  president  of  the  bank  may  talk  to  them  on  banking  as  a 
career;  at  another  time  the  cashier,  or  the  head  of  the  trust  depart¬ 
ment,  or  some  other  bank  official  may  talk  on  some  particular  sub¬ 
ject  connected  with  their  training.  Or  an  outside  speaker  may  be 
brought  in.  Or  the  person  in  charge  of  messenger  training  may  give 
the  boys  a  series  of  talks  covering  the  entire  training  course.  It  is 
recommended  that,  in  this  case,  the  lecture  method  be  employed 
along  with  other  methods. 

Training  on  the  Job.  The  third  form  is  training  on  the  job. 
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For  example,  the  head  messenger  (an  older  person  in  actual  charge 
of  the  messenger  boys)  keeps  each  messenger’s  attention  on  the  par¬ 
ticular  requirements  of  his  job,  and  talks  with  him  kindly  and  under- 
standingly  about  any  failure  to  meet  these  requirements.  If  the  boy 
is  dilatory  in  his  work,  this  laxness  is  pointed  out  to  him  at  the  time. 
If  he  fails  to  be  neat  and  clean,  his  attention  is  called  to  the  defect 
at  the  time.  If  he  is  asked  to  perform  some  errand  calling  for  spe¬ 
cial  knowledge,  he  is  definitely  instructed  and  rehearsed  in  the  task 
before  he  is  sent  on  it.  In  other  words,  he  should  be  given  definite 
training  on  the  job. 

Fifth  Step — Training  the  Teachers 
We  have  a  teaching  program  made  out;  we  next  have  to  provide 
the  teachers.  If  persons  cannot  be  procured  who  are  already  able 
to  teach  this  work  properly,  it  will  be  necessary  to  train  the  teachers. 
The  chief  clerk  of  the  bank  has,  among  his  several  duties,  the  gen¬ 
eral  supervision  of  the  messenger  service.  Under  him,  and  in  im¬ 
mediate  charge  of  the  messengers,  is  the  head  messenger.  The  latter 
should  be  trained  to  act  as  a  trainer  on  the  job,  because  he  is  in 
close  contact  with  the  boys  at  work.  The  chief  clerk  is  the  logical 
man,  by  his  position,  to  take  general  charge  of  the  teaching  program, 
either  conducting  classes  personally  or  procuring  some  one  else  to 
conduct  them.  However,  if  the  chief  clerk  is  hesitant  about  taking 
charge  of  this  work,  and  if  the  bank  has  a  personnel  department 
able  to  superintend  this  teaching,  the  latter  may  take  charge  of  the 
teaching,  in  co-operation  with  the  chief  clerk. 

Sixth  Step — Putting  the  Plan  to  Work 
Finally,  the  plan  should  be  put  into  action.  Whoever  assumes 
general  supervision  over  the  training,  whether  it  be  the  chief  clerk, 
the  personnel  manager,  or  some  one  else,  must  make  the  plan  work. 
This  is  a  true  executive  function.  In  fact  the  very  word  “executive” 
means  one  who  executes,  carries  out,  an  action.  Many  men  have 
exceptional  qualifications  along  certain  lines,  but  lack  the  ability  to 
execute,  carry  into  effect,  a  plan  or  an  idea.  We  should  not  lose 
sight  of  this  important  fact  in  our  study  of  management  principles. 


TRAINING  THE  CLERKS  IN  THE  JACK  HORNER 
GROCERY  STORES 

The  jack  horner  chain  of  grocery  stores  consists  of  fourteen 
neighborhood  stores  scattered  thru  one  large  city  and  its  suburbs. 

The  chain  is  owned  and  managed  by  two  partners,  Ralph  P. 
Frick  and  Paul  Starkweather.  Mr.  Frick  has  charge  of  the  pur¬ 
chasing,  and  of  the  accounting  and  stock  records.  Mr.  Starkweather 
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is,  in  effect,  sales  manager.  He  is  responsible  for  the  marketing 
policy — for  seeing  that  the  stores’  stocks  move  into  customers’  hands. 

The  jack  horner  stores  carry  full  lines  of  groceries  and  appeal 
to  all  classes  of  trade.  They  are  neither  “cash-and-carry”  nor  “self- 
serve.”  They  supply  delivery  service  and  accept  charge  accounts. 
The  employes,  therefore,  have  ample  opportunity  to  build  customer 
good  will  thru  the  service  they  render. 

Since  all  the  stores  of  this  chain  have  the  competition  of  other 
grocery  stores  of  their  neighborhoods,  Mr.  Starkweather  has  con¬ 
cluded  that,  to  get  its  share  of  the  neighborhood  trade,  each  store 
should  be  outstanding  in  the  unusually  good  character  of  its  service 
to  customers.  He  therefore  wants  to  train  the  clerks  to  do  their 
work  unusually  well. 

From  your  personal  knowledge  of  the  duties  of  the  grocery  clerk, 
you  will  be  able  to  form  a  generally  accurate  picture  of  the  work  of 
the  jack  horner  salesmen.  In  the  attached  working  papers  you  will 
have  the  opportunity  of  planning  a  training  program  for  employes. 
The  case  is  a  typical  one  and  will  give  you  excellent  practice  in 
applying  the  principles  of  this  interesting  phase  of  man  management. 
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